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BUDGET SPEECH 


DELIVERED BY 


HON. D. C. ABBOTT 
MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, TUESDAY, MAY 18, 1948 


THE BUDGET 


ANNUAL FINANCIAL STATEMENT OF THE MINISTER 
OF FINANCE 


Hon. DOUGLAS ABBOTT (Minister of 
Finance) moved: ( 
That Mr. Speaker do now leave the chair for 


the house to go into committee of ways and 
means. 


EXTERNAL DEVELOPMENTS 


He said: Mr. Speaker, in the budget speech 
last year I was able to say that the circum- 
stances of the time were much more favour- 
able than in any of the immediately preceding 
years. This year I can again report, so far as 
Canada is concerned, an unprecedented rate 
of economic activity and a new record of 
progress in our government accounts. But no 
minister of finance can survey world events of 
the last twelve months without thinking more 
in terms of problems and difficulties than of 
progress and achievement. From the time of 
Stalingrad and El Alamein until last year the 
western world had seen its fortunes improve 
year after year, first in war and then in recon- 
struction. Last year brought a check to this 
advance and for many countries a series of 
troubles and misfortunes. As between nations, 
strife and bickering increased and once more 
the threat to political security became a real 
one. There is still cause for optimism, both in 
regard to the great political issues and in 
economic and financial affairs, but it must be 
an optimism tempered with a realistic appre- 
ciation of the formidable difficulties that must 
be overcome if we are to achieve peace and 
prosperity for the world and for Canada. 

It has clearly been this international back- 
ground that has exerted the dominant influ- 
ence on our own affairs during the past year. 
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Of its political aspects I need not speak 
tonight. They have been on the tongues and 
in the hearts of us all in the last year and we 
have recently had in this house a masterly 
exposition. of their bearing upon Canada’s 
external relations by my colleague, the Secre- 
tary of State for External Affairs. In the 
economic field, adverse weather in western 
Europe of an extreme surpassing the records 
of centuries, following upon the losses and 
destruction of war, greatly intensified troubles 
of a more persistent nature. Britain tried 
without success to re-establish the converti- 
bility of the pound and to forgo discrimination 
in her import controls. One country after 
another was forced to reduce consumption and 
restrict imports in order to conserve rapidly 
dwindling exchange resources. This gathering 
crisis in international finance and trade led not 
only to the recasting of reconstruction plans on 
less ambitious Jines but also to an imtensive 
re-examination of the economic position and 
prospects of Europe and ultimately to the 
formulation and enactment of the Marshall 
plan, or, as it is now called the European 
recovery program. The enactment of this 
large-scale, well-thought-out, great-hearted 
approach to the restoration of international 
economic health represents, in my opinion, a 
triumph not only for the individual statesmen 
who conceived and moulded it but also for 
the United States congress which rose to this 
occasion as it has risen to other great 
emergencies. 


EXCHANGE DIFFICULTIES 


The impact on Canada of the developing 
financial difficulties of countries in western 
Europe and elsewhere was reflected in our 
own exchange difficulties. We faced limita- 
tion on our sales abroad for currency which 


we could use in the United States, and we had 
to sell too much of our production on credit. 
Meanwhile, because of our high level of 
economic activity and prosperity, our imports 
were going up by leaps and bounds, both in 
quantity and in cost. The surplus in our 
current transactions with other countries 
dwindled and threatened to disappear. Our 
sales on credit continued in many cases 
because of commitments already made. The 
consequences, of course, are now all too 
familiar to this house. Our exchange reserves 
were reduced to dangerously low levels. We 
were forced to impose distasteful restrictions 
on our imports of both consumer goods and 
capital goods. We found it prudent to arrange 
for a credit from the Export-Import Bank 
of Washington. We have tried to restrict 
our domestic consumption, particularly of 
relatively less necessary articles which have 
a high United States dollar content. We have 
taken other positive measures to increase our 
exports. In these and other ways we have 
endeavoured to re-create that surplus in our 
balance of payments which must be the basis 
for any re-establishment of our international 
position. 

From our point of view, the operation of 
the European recovery program will be of 
real importance. It will be important, first, in 
its effects in strengthening those countries which 
have been and will in future remain essential 
markets for our products, and, secondly, in 
making it possible for us to sell our exports to 
these countries now for United States dollars 
which we can use to pay for our own imports 
from the United States. These are clearly great 
advantages, but I wish to emphasize that 
the program will not in itself solve our ex- 
change problem. It should help to assure us 
much larger cash markets for our exports than 
would otherwise be available but we must 
make the goods available for export by 
increasing production, by being sparing in the 
use of imports and by holding our domestic 
consumption in reasonable check. We must 
re-create and make as large as possible the 
current account surplus to which I have 
referred. The magnitude of that surplus will 
determine two things: first, the extent to 
which we can replenish our exchange reserves, 
and, second, the extent to which we can 
continue to play our part in providing assist- 
ance to the European nations which must be 
put back on their feet. 


Clearly our own exchange difficulties will 
severely limit our capacity to provide such 
assistance, but I think it would be the desire of 
this house and of the Canadian people to con- 
tinue to play our part in this field to the extent 


of our capacity. Our exchange reserves are 
still abnormally low. At the end of March 
they were $607 million, of which $50 million 
represented drawings upon the Export-Import 
bank loan. At the end of April they were $668 
million, including $80 million drawings upon 
the loan. These totals, however, reflected not 
only the use of that loan but also the effect of 
certain transactions of a special or non- 
recurring character. Nevertheless, making due 
allowances for any abnormal factors on both 
the favourable and unfavourable sides, I think 
we have a right to be gratified with the first 
six months’ operations of the emergency 
program we put into effect last fall. We have 
stopped the abrupt decline in our exchange 
reserves and have started to rebuild them; we 
have reduced our imports from hard currency 
areas and obtained an increasing proportion of 


_ our needed supplies from other sources, and we 


have had an encouraging increase in our 
exports to the dollar area as well as to the 
world as a whole. But our cash reserves 
must still be increased substantially before we 
can regard our exchange position as Ssatisfac- 
tory. We can neither be too hasty in relaxing 
the irritating controls we have had to impose 
nor too optimistic in appraising our capacity 
to give further assistance to world recovery. 


DOMESTIC CONDITIONS 


Our domestic economy has continued to 
boom, despite the international shocks that 
we have received and despite the inroads we 
have ‘made during the last three years into 
our backlog of demands accumulated during 
the war. The pace of economic activity has 
been such as to strain our resources. Shortage 
of labour in certain sectors of the economy has 
been acute, and despite the substantial expan- 
sion of our industrial capacity the shortages 
of certain categories of materials and/or prod- 
ucts have been by no means eliminated. Our 
national production has increased but only 
moderately so on an over-all basis when 
account is taken of the effect of adverse weather 
on crop production last year. In any case, 
once full employment is reached as it was last 
year, any expansion in total output is bound 
to be limited and gradual. Our gross national 
production in 1947 exceeded $13 billion, up by 
13 per cent over the previous year, but most of 
this increase was due to the rise in prices and 
wage rates. 

When one examines the figures of national 
income, production and expenditure in 1947, 
which are set forth in the white paper serving 
as an appendix to this budget—and I hope its 
improved form will prove more helpful to hon. 
members—it is notable that in 1947 expendi- 
tures by governments on goods and services 


were reduced, despite the increase in prices. 
This reduction, which was confined to expendi- 
tures of the dominion government, arose, of 
course, from the virtual disappearance over 
the past year of our purely war and demobili- 
zation activities. The largest total increase in 
dollar expenditures in 1947 over previous years 
was by consumers, but the proportionate 
increase was small and when allowance is made 
for changes in prices, the increase in the 
volume of consumption was in fact on only a 
moderate scale. 

The most striking feature of the national 
expenditure last year and now is the high level 
of capital expenditure on new construction, 
industrial plant and equipment, public utility 
projects and residential housing. It is this, 
together with the high level of domestic con- 
sumption and of exports, which is keeping us 
so fully employed and, indeed, straining our 
economic capacity. It is also one of the main 
forces behind our huge volume of imports. 
The very large increase in these expenditures 
between 1946 and 1947, both in dollars and 
in real terms, brought the totals up to levels 
far beyond anything ever before experienced 
or expected. A survey of intentions, recently 
made by the Department of Reconstruction, 
shows that further substantial increases in such 
expenditures are anticipated for 1948, but these 
increases are largely accounted for by higher 
costs. There is some evidence here and there 
of industrial*expenditures being restricted now 
or deferred because of higher costs, but the 
backlog particularly of utility expenditures and 
housing demands is very large, and it seems 
unlikely that there will be any serious falling- 
off in this strategic item of national expendi- 
ture despite a wholly understandable reluctance 
on the part of business to pay present high 
costs. This government has, of course, been 
deliberately restricting its own expenditures on 
construction and equipment during the last 
two years, partly because of the high cost of 
such work under current conditions but more 
fundamentally because of its desire to keep 
excessive national expenditure within bounds 
and to defer wherever possible the construction 
of useful projects until the time when private 
expenditure will be lower and additional gov- 
ernment work will help to maintain employ- 
ment and income. 


PRICES 


To most of us, the rise in prices has been the 
immediate pressing fact of our economic life. 
There is no need to go into statistics and details 
here. The main index figures are set forth in 
the white paper. Our prices have gone up 
quite substantially in the past fifteen months. 
They are now closer to American levels than 
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previously, but they still lag behind in terms 
of the total increase over pre-war figures. 
In most countries prices have continued to 
advance substantially and the upward surge 
of our prices has been part of a world-wide 
movement exerting its influence on us through 
imports and exports. In Canada, moreover, 
the process of removing subsidies and price 
ceilings has now been nearly completed, leav- 
ing prices free to adjust themselves to cost 
and market conditions once again. For these 
and other reasons, Canadian prices have moved 
up much more closely in line with world 
prices for imports and exports, an adjustment 
that we had to face at some stage and which 
has been made much easier by the return of 
our dollar to parity with the United States 
dollar. These adjustments have accounted 
for a substantial part of the increase in our 
prices since the last budget. However, part of 
this increase is also due to the fact that the 
aggregate volume of expenditure in Canada 
is pressing upon our limited supplies of re- 
sources and manpower. As consumers, we are 
bidding eagerly for a limited supply of goods, 
throwing into the auction not only most of 
our current incomes but also part of our past 
savings and additional funds obtained by 
instalment credit. As producers, we are spend- 
ing a record-breaking volume of funds in the 
construction, repair and equipment of indus- 
trial plants, commercial establishments, pub- 
lic utilities and housing, bidding against each 
other for a highly limited supply of construc- 
tion labour and materials. An inevitable 
result of this endeavour to do too much too 
quickly is the persistent upward pressure on 
the price level. Whether undue advantage 
is being taken of this condition of eager 
demand and short supply and whether there 
are other factors in the situation are ques- 
tions which have been under prolonged investi- 
gation by a special committee of this house. 


{The policy of the government has been to 
return to a free price system and to moderate 
the inevitable increases in prices at this time 
by whatever fiscal and other methods are pos- - 
sible under such a system. Neither this gov- 
ernment nor this parliament has either the 
political mandate or the constitutional power 
to maintain indefinitely in peacetime a strait- 
jacket of controls over prices, production and 
distribution. Our whole economy has been 
organized to operate on a price basis by private 
incentives and private initiatives, not by cen- 
tralized direction. {1 believe that the great 
majority of Canadians want it to work that 
way, want it to work by free and open compe- 
tition and not by government direction on the 
one hand nor on the other hand by direction 


of the irresponsible power of monopolies, car- 
tels and other organized groups. 

It would have been more comfortable had 
we been able to return to a free price system 
under general conditions of stability, balanced 
production and abundant imports. Fate did 
not afford us that opportunity. We cannot 
now retain over-all controls and subsidies in 
the hope that conditions will soon return to 
normal. We have consequently removed con- 
trols on all but a very few items where short- 
ages are so acute that no reasonable increase 
in price could either correct them, on the one 
hand, or bring about a better distribution on 
the other. We have, of course, been forced, 
against our will, into emergency control of 
imports and of a few prices where import 
restrictions have produced temporary short- 
ages, but this exceptional necessity does not 
alter or vitiate the basic policy which I have 
described. 


ANTI-INFLATIONARY POLICY 


Apart from residual measures of price con- 
trol and the operation of the Combines Inves- 
tigation Act, the government has actively 
countered inflationary pressure by its budget- 
ary and financial policies. LJt has also done 
what a government could do to meet infla- 
tionary pressure by the most fundamental 
method, that is, by stimulating increased pro- 
duction to satisfy excessive demands. 

‘Our budget policy has been clear and 
explicit. We have striven to bring expendi- 
tures down and to keep them down. War 
activities have been curtailed as rapidly as 
possible. Economy has been observed in the 
expenditures we have had to make. We have 
deferred wherever possible expenditures on 
construction, new equipment and new projects 
in general. Some we have had to undertake 
because of the urgency of the need or, as in 
the case of expanded research facilities, be- 
cause of the value of the returns we expect to 
get in the future; but the government and the 
treasury have been tough in approving expendi- 
tures, particularly for new projects, for equip+ 
ment and for construction. We have been 
more restrictive than would probably be wise 
in normal times, and more restrictive, I believe, 
than private industry has been. 

On the taxation side, our policy has been to 
reduce our taxes where they were impeding 
work and production, but otherwise to keep 
them as high as is reasonably practicable in the 
circumstances, in order to produce a surplus 
that could be used to make the loans and 
investments we are required to make and to 
reduce the huge debt that we necessarily 
accumulated during the war. Some tax reduc- 


tions have been made, of course, to encourage 
the expansion of production, and some because 
the burden of income tax on individuals which 
had to be imposed in wartime was greater than 
that which could reasonably be borne in 
peacetime, however urgent the financial or 
economic necessity. At the termination of our 
wartime tax agreements with the provinces, we 
were obligated to reduce our rate of corpora- 
tion tax, and consideration for the revenue 
requirements of the provinces led us also to 
give up some of our wartime taxes. By and 
large, however, the taxation aspects of our 
budget policy, as well as the expenditure 
aspects, have been primarily directed to coun- 
tering the inflationary pressures threatening 
Canada in recent years. 


FINANCIAL RESULTS 


The results of our budgetary policy are 
evident in the figures. Our total expenditures 
of all kinds were reduced from $5,136 million 
in 1945-46 to $2,634 million in 1946-47, and 
there was a further substantial reduction last 
year to a total of $2,199 million. Our revenues, 
on the other hand, declined only from $3,013 
million in 1945-46 to $3,007 million in 1946-47, 
and the further decline last year was very 
moderate, considering the substantial reduc- 
tions in tax rates, because the total for the year 
was no less than $2,869 million. From this it 
is evident that we had a surplus of revenue 
over expenditure in the accounting sense of 
$670 million in 1947-48, following one of $373 
million in 1946-47. This surplus—considerably 
larger than our largest pre-war total budget 
and large enough to gladden the heart of any 
minister of finance—would not be justified as 
good policy were it not for the need to check 
inflationary forces at this time and to redeem 
our debt as quickly as we can under circum- 
stances as favourable as they have been. There 
will never be a better time to reduce the 
burden of our national debt. We can do it now 
without hardship and thereby get ourselves in 
better position to bear the extra burdens we 
may have to assume when our national income 
becomes less buoyant or other untoward 
developments occur. 


CASH POSITION 


In order to judge the effects of our budget 
policy upon the income and expenditure of the 
nation, we must make a number of adjust- 
ments and take into account our loans and 
investments, our borrowings and repayments. 
First, we must correct our surplus of revenue 
over expenditure for those items included on 
both sides of the accounts that are essentially 
bookkeeping entries and not actual pay- 


ments; for example, the amount set aside in 
the reserve for loss on realization of our active 
assets, which is shown as an expenditure but 
which does not represent any actual payment 
of cash. These adjustments change our account- 
ing surplus of $670 million to a cash surplus of 
$727 million. Then we must add the cash we 
have received from sources other. than revenue, 
mainly repayments of debts and’ amounts 
received in annuity and pension funds. Adding 
these items to our cash surplus brings our 
total up to $1,181 million. The largest item of 
this nature is the repayment by the foreign 
exchange control board of $220 million of 
advances formerly made by the government to 
enable it to acquire exchange reserves, and 
which are repaid with the Canadian dollars 
obtained when these reserves are liquidated. 
Normally we do not make public the amount 
of our reserves or such figures as these until 
much more time has passed, because this would 
assist and encourage speculation. However, 
because parliament required full and up-to- 
date information in order to deal intelligently 
with the emergency exchange measures, I made 
information currently available during the 
last few months. I have therefore brought the 
information up to date but I propose to revert 
hereafter to our normal policy. 


A moment ago I spoke of the total of our 
cash surplus plus the amounts of cash received 
from loan repayments and increases in certain 
funds as amounting to $1,181 million. This 
amount together with our cash balances on 
hand at the beginning of the year represented 
the total cash funds available to the govern- 
ment during the year, after taking care of 
the year’s budgetary expenditures. A subs- 
tantial portion of these funds was used to 
make loans and investments which gave rise 
to income and expenditures in Canada and 
which cannot, therefore, be considered as 
anti-inflationary. The principal items of this 
character were our loans to the United King- 
dom and other countries for use in purchasing 
Canadian exports, which amounted in all to 
$499 million. Less important items having 
the same effect were portions of the advances 
for the Veterans’ Land Act and to crown 
companies, and the payments made out of 
the deposit account which we held for 
UNRRA. It is difficult to draw an exact 
line, but it would appear that the total of 
these payments likely to give rise to income 
or directly to expenditure on goods and 
services would be less than $600 million. The 
remainder of this large cash fund—over a 
billion dollars, in fact—was used not for 
current expenditure nor for loans and invest- 
ments but to reduce outstanding government 
debt in the hands of the public and the banks. 


REDUCTION OF DEBT 


The ways in which this was effected are 
worth noting. The largest part of the total, 
approximately $536 million, was used to 
redeem government securities. This was in 
addition to those redemptions financed by 
the issue of new securities. A further small 
amount of funds was made available in a 
similar but indirect way to lend money to 
the Canadian National Railways to enable 
them to redeem their securities. Still another 
portion of these funds accomplished the same 
purpose in being paid over for purchases of 
our own securities before their maturity. This 
was done in the operation of the securities 
investment account, which is the account used 
for the investment in our own obligations of 
surplus funds on hand. Last year our security 
holdings on this account increased by $410 
million, nearly as much as our net redemption 
of debt. These securities may be held as 
temporary investments of surplus cash balances 
or until the securities mature or are cancelled 
but their purchase for purposes of this account 
has the same economic effect as the retirement 
of debt. 


MONEY SUPPLY 


The fiscal policy and action which I have 
described have been accompanied by a cessa- 
tion of the wartime increase in the monetary 
supply and a tightening in the field of credit. 
The cash reserves of the chartered banks were 
slightly lower in 1947 than they had been in 
1946—when they had reached their peak. The 
supply of active money—as indicated more 
accurately than before by the new statistical 
series recently compiled by the Bank of 
Canada—reached its peak in October, 1946, 
at just over $4 billion and has remained 
during the past year at a level slightly below 
that figure. Any increase which has taken 
place in the total Canadian deposits of the 
chartered banks since October, 1946, has been 
in the inactive savings deposits held by the 
public primarily as investment of their savings. 
It was possible to have this stability in our 
active money supply because the government 
was able to reduce its outstanding securities 
held by the banking system and so largely 
offset the effect of the substantial increase 
which took place in chartered banks’ loans 
and non-government investments. I will not 
endeavour here to go into the details; the 
important features for 1947 have _ been 
explained and emphasized by the governor 
of the Bank of Canada in his last annual 
report. 


a 


INTEREST RATES 


Members of this house and others will also 
have noted that the government and the Bank 
of Canada permitted market forces to bring 
about some increase in the yield on government 
securities during the past few months. This 
increase in interest rates at this time is not 
expected to have any great effect in restraining 
the high level of capital expenditure that is 
going on under present circumstances and which 
is contributing towards an inflationary situa- 
tion in Canada, but such effect as it may have 
will be in the right direction. However, I do 
not believe that any reasonable increase in 
interest rates would act as a serious brake 
upon business expenditures under the circum- 
stances of today nor would it serve effectively 
to persuade consumers to spend less and save 
more of their income. 

Perhaps I might amplify this statement. 
Looking at the supply side of the market for 
funds, I cannot attach great importance to the 
influence of interest rates on the volume of 
savings by the general public. It is difficult to 
believe that the mass of small savers are likely 
to reduce their living expenditures under cur- 
rent conditions, merely because they can obtain 
a higher interest rate on the money they would 
save. It is possible, of course, that higher rates 
would induce the public to increase its pur- 
chases of government bonds but this would: not 
be anti-inflationary unless they were doing so 
by increasing their current savings. Otherwise 
it would simply represent a switch from idle 
savings deposits to bonds and have no national 
economic effect. 

Analysis of the demand side of the market 
leads me to the conclusion that no reasonable 
increase in interest rates is likely to affect 
materially the action of the industrial borrower. 
In that field demand is so intense that it would 
take a really substantial change in interest 
rates to dampen his enthusiasm and make him 
defer his capital project. But a rise in rates 
sufficient to produce these results would cause 
so drastic a fall in the prices of bonds and such 
chaotic conditions that I doubt whether any. 
responsible person would recommend it as a 
deliberate policy. What we need is a slowing 
down, not a sudden cessation, of the capital 
development. which has been taking place at a 
pace which has been straining our resources. 

Without any further discussion of the econ- 
omic background, I propose now to note briefly 
the main points concerning our expenditures 
and revenues in the past year and then to 
consider what the prospects are for this new 
fiscal year and what policies and measures 
should be adopted. 


GOVERNMENT Accounts 1947-48 


As is now the custom, detailed information 
concerning our expenditures, revenues, assets, 
liabilities and main financial operations for the 
last fiscal year are included in the white paper 
constituting an appendix to the budget, and I 
would suggest that hon. members and others 
examine this at their leisure—if the use of that 
term is applicable to hon. members of this 
house. The figures are, of course, preliminary, 
as it takes some time to close the accounts for 
an organization as vast and varied as the 
government of Canada. 

As I have already stated, our total expendi- 
tures amounted during the fiscal year 1947-48 to 
$2,199 million and our total revenues to $2,869 
million, leaving us with a surplus now esti- 
mated at $670 million. This is, of course, a 
large surplus—in absolute terms and in rela- 
tion to the magnitude of our revenues and 
expenditures. It is larger than we anticipated 
last year, because our revenues turned out to 
be very much higher than we expected. Our 
revenues are sensitive to increases in prices 
and incomes and in expenditure on less essen- 
tial or luxury goods and they increase more 
than in proportion to the rise in incomes and 
prices at times such as these. In forecasting 
our revenues at the time of the last budget, 
we had, of course, assumed a rise in prices and 
incomes, but we had to be reasonably con- 
servative in doing so. Any minister of finance, 
should and would, I think, tend to err on the 
safe side. Our forecast proved to be much too 
conservative; prices, wages, profits and expen- 
ditures, all increased much more than we had 
anticipated. As a consequence, our revenues 
from the sales tax, the personal income tax, 
and the taxes on corporate profits were all 
substantially higher than we had counted on 
in the budget. The same was true of customs 
revenue, because both the volume and the 
prices of imports were much higher than we 
had expected a year ago. It was also true of 
special receipts and credits. 


I have already explained the important role 
which this large surplus has had in helping to 
hold in check the inflationary forces which have 
threatened us in the past year. It is these 
very forces, and the extent to which they have 
prevailed, that have caused the surplus to be as 
large as it is. Had we not geared our tax system 
to produce such a surplus in these conditions, 
prices would have risen more rapidly than they 
actually did. 

Expenditures have turned out to be slightly 
higher than I forecast a year ago, but mainly 
because I have come to the conclusion that 
this year the amount to be added to our 
reserve for possible losses on ultimate realiza- 


tion of our active assets should be $75 million 
rather than the amount of $25 million, pro- 
vided each year for the previous seven years. 
This will be sufficient roughly to offset the 
charges which have been made to this reserve 
during the past two years and will restore the 
reserve to a level which I believe will be 
more in keeping with the magnitude of our 
assets and the proportion of them which con- 
sists of loans to overseas countries. 

Apart from this item, our budget forecast 
of total expenditure turned out to be very 
close to the mark. Total expenditures, exclud- 
ing the $75 million appropriation to the gen- 
eral reserve, amounted to $2,124 million against 
a budget forecast of $2,100 million. Expendi- 
tures In many cases were affected by the rise 
of prices and incomes, just as revenues were— 
for example, the higher general level of wages 
and salaries required higher levels of civil 
service salaries, and the cost of both materials 
and construction considerably exceeded the 
levels upon which the estimates were based. 
On the other hand, expenditures were held in 
check in certain cases by the difficulty in get- 
ting labour, materials and even contractors for 
construction projects. 


As compared with the previous year, the 
chief features in our expenditures last year 
were the great reductions in the war and 
demobilization expenditures of national 
defence, and in expenditures on termination 
and liquidation of war contracts, on cost of 
living subsidies and on veterans’ benefits. 
There were, on the other hand, increases in 
payments to the provinces and in expenditures 
on health and welfare, public works and trans- 
port facilities. The details are set forth clearly 
in 'the white paper and the salient points are 
summarized in the text of that document, so I 
will not take the time of the house to recapitu- 
late them here. It might, however, be appro- 
priate to make the comment that last year’s 
expenditures still included fairly substantial 
items—particularly on subsidies, foreign relief, 
veterans’ benefits, and housing—that are 
essentially temporary, post-war reconversion 
requirements which should largely disappear in 
time, though they may, of course, be replaced 
by other items. 

In discussing the effect of last year’s cash 
surplus upon the economic situation, I have 
already spoken of the main features of our 
disbursements by way of loans, advances and 
investments, and I will not endeavour to 
repeat any of the comments here. The details 
are set forth in the white paper. Our borrow- 
ing operations during the last fiscal year were 
not such as to call for much in the way of 
special comment. I have referred already to 
the short-term loan, arranged with the Export- 


Import Bank of Washington, about which I 
gave details earlier this session in the debate 
on our emergency exchange legislation. The 
only securities sold to the general public dur- 
ing the year were Canada savings bonds 
which were on sale throughout the year, a new 
and second series being offered in October 
last. Gross sales during the fiscal year were 
$309 million. Leadership on the part of 
employers was of great importance, and more 
employers than ever expressed the belief that 
it was in their interest to assist in the carry- 
ing out of a successful canvass of employees. 
During and since the intensive sales period, 
reports from many employers have testified 


to the value of the special features of the 


Canada savings bond and of the payroll sav- 
ings plan in promoting satisfactory employee 
relations, stability in family resources and 
continuity of purchasing power. The net 
amount of Canada savings bonds outstanding 
rose from $483 million at March 31, 1947, to 
$655 million at March 31, 1948. 

Figures of our total funded debt and its 
composition as of March 31 last are given 
in the appendix, and I need not weary you 
with that detail here nor, I think, with figures 
of our debt redemptions during the year. Our 
net debt, of course, declined during the year 
by the amount of our surplus, and this reduced 
the total as of March 31 to $12,378 million. 


Although this represents a decline of $1,043 


million from the peak of two years ago, it is 
still a very high figure and a reminder of the 
need we face to manage our revenues and 
expenditures in such a way as to throw off 
the maximum practicable surpluses under such 
prosperous conditions as we enjoy today. 


The average interest payable on our funded 
debt outstanding as of this date was 2°66 per 
cent, compared with 2°65 per cent a year 
earlier. 


FORECAST FOR 1948-49 BEFORE TAX CHANGES 


The total expenditures provided for in the 
main estimates this year are approximately 
$1,985 million. Actual expenditures under 
individual votes normally fall at least a little 
short of the estimates, because of the vote itself 
is the outside limit rather than the best fore- 
cast of probable expenditures. This year, how- 
ever, with increased prices and salaries, with 
the development of post-war departmental 
programs, and with better recruiting results 
in the armed services, I would not expect the 
margin between votes and expenditures to be 
as great as last year, particularly as the 
treasury board restricted severely the intro- 
duction of new projects or of expanded pro- 
grams in screening the estimates. There will 
also be substantial supplementary estimates 


later this year, though I do not expect quite 
such large supplementary estimates and fur- 
ther supplementary estimates this year as we 
had last year. -The major increases to be 
covered by supplementary estimates that are 
now known are additional amounts for veter- 
ans allowances and disability pensions and for 
freight assistance on feed grains beyond July 
31. There is a considerable variety of smaller 
items to be covered as well. In addition, 
there are some new or increased statutory 
expenditures, including, for example, the gold 
mining assistance payments and certain health 
grants announced last week. Allowing for 
the same provision as last year for our general 
reserve against losses on the ultimate realiza- 
tion of active assets, and apart from any 
expenditure arising from new developments in 
policy, I would estimate that our total 
expenditures in this new fiscal year will be 
very close to those of last year, notwith- 
standing the increase in prices. I am, there- 
fore, putting down a forecast of $2,175 million. 

While it is not possible or appropriate at 
this stage to make any allowance for major 
developments in policy not yet decided upon 
by the government, I feel we cannot afford 
to overlook the possibility that developing 
events in the international field may sooner 
or later make it necessary to increase our 
expenditures on national defence. The main 
essentials of the international situation and of 
the defence problem are already publicly 
known. As yet, the situation, despite its 
threatening appearance, has not led the gov- 
ernment to believe that an immediate expan- 
sion in our defence activities now is necessary. 
Events are marching swiftly, however, and we 
must be prepared to change our program on 
short notice. While we would not be justified in 
forecasting higher expenditures this year on 
this basis, I think we must bear these circum- 
stances in mind later in considering our tax 
policy. 

I turn now to the revenue side of our accounts. 
Assuming no change in existing tax laws, we 
now estimate that our revenues in this fiscal 
year will amount to $2,724 million. In making 
this forecast, we assume some small further 
increases in wages and other incomes and some 
prices, a small increase in our national pro- 
duction, normal crops, and no serious industrial 
disputes or other set-backs to production and 
income. These are, I would say, conserva- 
tively optimistic forecasts. Prices, wages and 
profits may increase much more if inflationary 
forces prevail. Good crops would increase our 
real production and our revenues above what 
I have assumed and forecast. On the other 
hand, serious difficulties in our export markets, 
poor crops, prolonged stoppages of produc- 


tion or an abrupt decline in capital expendi- 
tures of Canadian business might reduce 
incomes and our tax base and make our esti- 
mates appear too optimistic. We have made 
these forecasts carefully, fully conscious that 
our last year’s estimates proved unduly con- 
servative. We believe them to be fair and 
honest figures, given the assumptions I have 
made. 

With the consent of the house, I shall place 
on Hansard at this point a summary table 
showing the forecast for this fiscal year of — 
revenues from each main source, compared — 
with the actual receipts last year. 


Forecast of Revenues 
Forecast Actual 


Fiscal Fiscal 

year year 

1948-49 1947-48 
(Pre- 

liminary) 

(Millions of Dollars) 

Customs: (utiesue seus ions ae 250: 293 
Excise: duties: Yieenou. ces ts ore 200 197 
Sales Tax net meee. ce 395: 372 
Other “excise taxes’ \..053. 328 270 268 

Income tax 

POTrSGINAUs Aldi aus Coe ee ee 675 660: 
Worpoeatee ve eae wot aires ORs 520 364: 
Excess profits tax ........ 60 227 
Interest and dividends, etc. 38 36 
Succession duties ........... 32 31 
Miscellaticouss..... #9502 Reve 4 4 
Total tax TEVENUC )...'¢ aise? 2,444 2,452 
Non-tax -revende’t:... sssiehe ce 190: 178 
Total ordinary revenue ... 2,634 2.630: 
Special receipts and credits 90: 239 
Grand total revenue ..... 2,724 2,869 


It will be noted from this table that we 
anticipate in general relatively little change in 
the aggregate receipts from taxes, $2,444 
million against $2,452 million, but substantial 
changes in the receipts from individual sources 
of revenue. Excise duties are expected to 
remain stable at about $200 million. Customs 
duties last year reflected the abnormal level 
of imports particularly in the months just 
prior to the imposition of our import restric- 
tions. As a result of these restrictions and of 
lowering of tariffs under the Geneva agree- 
ments, customs duties this year are being 
estimated at $250 million against $293 million 
last year. Taking into account the partially 
offsetting effects of higher prices, the loss of 
certain excise taxes and new or increased taxes, 
we estimate that the total yield of excise taxes, 
including the sales tax will exceed that of last 
year by $25 million. In the case of personal 
income taxes we estimate a moderate increase, 
the effect of increasing incomes not being fully 
offset by the fact that the reductions in rates 


made in last year’s budget will be effective for 
the full year. We are also estimating that 
there will only be a modest decrease in the 
combined yield of corporation and _ excess 
profits taxes; the excess profits tax ceased to 
apply to profits earned after January 1, 1948, 
but the consequent decline in this tax should 
be largely offset by the rising yield of the 
ordinary corporation tax due to increased 
earnings. 


In regard to non-tax revenue, I anticipate a 
moderate increase due to the increasing return 
on investments and some increase in Post Office 
receipts. However, special receipts and credits, 
which include receipts from sales of war assets, 
refunds of previous years’ expenditure, and 
various items previously of a bookkeeping 
nature, are expected to decline from $239 
million last year to approximately $90 million 
during the current year. 


With anticipated expenditures of $2,175 
million and revenues of $2,724 million, it would 
appear likely that in the absence of any tax 
changes, we would have a budgetary surplus of 
$549 million in the current fiscal year. How- 
ever before coming to the tax changes which 
I shall recommend, I wish to refer to certain 
additional transactions in our government 
accounts which are extremely important from 
the economic standpoint and important also 
in appraising the significance of this prospec- 
tive surplus. 

The surplus is in terms of expenditures in 
the accounting sense and does not include our 
loans, advances and investments which, in fact, 
require disbursement in cash as much as do 
expenditures, have in many cases similar 
economic effects and differ only in giving rise 
to an asset or claim which we show on our 
books. I have already noted some of the 
important items in this category in speaking 
of our operations last year. It is not possible 
to forecast these items for the new year in 
detail nor with great accuracy, but I think I 
can safely predict that we shall have some 
fairly substantial items of this character this 
year, as we did last year. Provision is made 
in the estimates already tabled for loans and 
investments of approximately $51 million, of 
which $50 million is for various purposes under 
the Soldier Settlement and Veterans Land 
Acts and approximately $1 million for the con- 
struction expenditures of the national harbours 
board. We must also anticipate some loans 
to the Canadian National Railways and other 
government corporations and_ enterprises, 
although at the present time I am unable to 
forecast the magnitude of these. 

The important items in the last few years 
have been those relating to the financing of 
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exports. In this current fiscal year, we shall 
not have such large loans to overseas coun- 
tries as we did last year, but we shall have 
some. I would expect that, taking into account 
what we know about our prospective balance 
of payments for the current fiscal year, we shall 
have to use an important part of our budget 
surplus to finance the excess of our exports of 
goods and services over our import of goods 
and services. This will include the Canadian 
dollars which we must find to finance exports 
to foreign countries on credit and to buy 
United States dollars from Canadian exporters 
which we must add to our reserves or use to 
pay our debts abroad. This use of Canadian 
dollars to finance current international pay- 
ments adds to incomes and national expendi- 
tures and should be deducted from our surplus 
in appraising the real effect of government 
operations on the inflationary situation. We 
should deduct in a similar way that part of 
our domestic loans and investments which will 
be used on capital expenditures or for other 
spending purposes. 

Moreover, a substantial portion of our 
redemption of debt this coming year will take 
the form of the repayment of refundable taxes, 
and we must expect that a large proportion 
of this particular type of debt repayment will 
give rise to current expenditures and cannot 
be reckoned anti-inflationary. The law requires 
us to repay before the end of this fiscal year the 
refundable portion of the taxes on the income 
of 1943, which we have estimated at $150 
million for personal income taxes and $67 
million for excess profits taxes. In addition, 
the government has decided that in view of the 
increasing difficulty of tracing the movement 
of taxpayers and identifying them, and in order 
to save the heavy expenses of a double issue 
of cheques to over one million recipients, the 
refundable tax that was collected on that part 
of the personal income of 1944 that was sub- 
ject to such tax, will be repaid at the same 
time as the refundable tax on 1943 incomes. 
This will mean an additional refund of $80 
million or a total for the two years combined 
of approximately $230 million. That part of 
these refundable taxes and of our loans and 
investments that will be used to finance expen- 
ditures will account for a large part of our sur- 
plus and only the remainder will have an 
important anti-inflationary effect. Conse- 
quently, it is upon this remaining portion that 
we should concentrate in considering our 


budget policy. 
BUDGET POLICY 


From the information I have given, it is 
clear that if our budget problem were simply 
and solely to find enough revenue this year to 
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meet our expenditures defined in the narrow 
accounting sense, we could afford to reduce 
taxes by a substantial amount. But that is 
not our budget problem, and if we approached 
our affairs in such a shortsighted manner, we 
would betray the responsibility which the 
people of Canada have entrusted to us. 

In the first place, we must look further into 
the future than this year. Quite apart from 
any effort to influence the economic situation, 
which I will consider later, we must bear in 
mind that times are exceptionally good at 
present, economically and financially, and it 
would not be prudent to rely on such condi- 
tions continuing indefinitely. [We should now 
be preparing for times when markets and 
employment are not so favourable—or at least 
when we will have to spend money to support 


them and to meet other expenditures that turn ~ 


up when business turns down. Our surpluses 
now are temporary surpluses and will quickly 
disappear when we have more difficulty in 
selling our goods abroad and less capital 
expenditure by business in Canada. We should, 
therefore, be putting away what we can now 
for a rainy day. In our case, we put it away 
by paying off debt 


Sécondly, we face today very great uncer- 
tainties in international affairs, and, as I said, 
we may be confronted at any time on short 
notice with a large increase in expenditures on 
national defence. As long as that remains a 
possibility, we should have some considerable 
margin of safety in our revenues to take care of 
such an increase in our expenditures; otherwise, 
we would have to add to the other disturbing 
effects of an expanded defence program the 
complications of sudden inflationary expendi- 
tures or sudden increases in taxes. A substan- 
tial surplus will help to keep our powder dry. 

Thirdly, this government and this parlia- 
ment must accept a considerable measure of 
responsibility for influencing and, indeed, 
directing economic trends in so far as that 
ran be done within the framework of our 
political and economic principles. Were we 
only a small municipality, unable to influence 
the mighty economic forces determining the 
prosperity of our citizens, it would still be 
wise for us to look further ahead than this 
year and to put something by at present. But 
for those charged with responsibility of direct- 
ing the affairs of the nation as a whole, the 
case is very much stronger. What we do will 
affect the fortunes of our citizens and their 
cost of living. If we diverted our prospective 
surplus into a reduction of taxes now, it would 
add hundreds of millions of dollars a year to 
the already intense demands of Canadians for 
goods and services—but it would add nothing 
to the volume of Canadian goods and services 


available for sale. People would try to buy 
more, but there would not be more to buy, 
unless the effort to get it resulted in more 
imports that we cannot afford and which we 
would have to shut out somehow or other. 
Prices would be sure to rise. Some people 
would profit, but others would lose out to the 
higher cost of living. The apparent benefits of 
tax reduction would prove to be a mirage 
except to those strong or fortunate groups 
which can profit more than they suffer by 
higher prices, 

There is another aspect to it. As a nation 
we are struggling now to live within our means 
so far as foreign exchange is concerned, and 
to get enough reserves to enable us to be 
masters of our own affairs and not dependent 
on what we can earn from month to month or 
on help from others. In this emergency we 
are having to use restrictive government con- 
trols that most of us dislike and that are alien 
to our whole way of doing business. We want 
to get rid of them as soon as we can. If we, 
do not, they will not only stay but spread into 
other fields. To get rid of these controls, we 
must build up an export surplus—we must try 
to export more or import less, or both. We 
cannot do that if we are trying at the same 
time to increase substantially our purchases of 
goods and services in Canada—because we are 
already producing and selling practically all 
that our resources of labour and material make 
possible, Therefore, it would not be sensible 
to make any general reduction in our taxes 
now and thereby increase the amount that 
people and businesses can spend on goods and 
services. To slash our taxes now would 
fasten controls more securely on our national 
life. 


I believe that all parties in this parliament 
and most Canadians share the view that the 
national budget is no longer merely a matter 
of the government accounts that should be 
balanced every twelve months on some finan- 
cial rule of thumb. We view the national 
budget now as an integral part of the nation’s 
business, influenced by and having an influence 
upon the state of employment, income and 
prices. I think we would all agree that in 
times of widespread unemployment and insuffi- 
cient demand for goods and services our 
expenditures should be increased in order to 
support employment and incomes, and that 
they could and should exceed our revenues 
under such conditions. Now we are at the 
opposite extreme and we should follow the 
opposite course. We should deliberately bud- 
get, as a matter of policy, for substantial sur- 
pluses in times like these. Only that way can 
we hold inflationary forces in check. Only that 
way, over the course of many years, can we 


make up at least in part for the deficits we 
shall have in less favourable years, and prevent 
an indefinite spiralling up of our national 
debt already at a very high level as the sequel 
to two wars. Now is the time to lay the 
foundation for employment budgets in future, 
while fighting inflation at present. 

Some friends have suggested to me, seeing 
this surplus in prospect, that I should adopt 
the device of burying part of it in some sort 
of reserve for future expenditure on national 
defence, national development, or social 
security. Such an arrangement, they say, 
would make the surplus less visible and less 
of a temptation to those who, for one reason 
or another, feel that taxes should be reduced 
or expenditures increased, notwithstanding 
the wisdom of acting otherwise. This could 
be done. We could announce, with appro- 
priate fanfare, the creation of a national 
development fund or a national welfare fund 
—and put into it several hundreds of millions 
of this year’s revenues and provide that the 
fund was to be used under some. specified 
circumstances in the future. This would, of 
course, be simply bookkeeping; it would 
alter nothing in reality; it would simply 
complicate a situation that is more easily 
understood as it is now. Bookkeeping funds 
for meeting future liabilities have their place 
—but only, I think, for meeting contractual 
liabilities incurred now to be paid in the 
future, like insurance or pension or annuity 
liabilities. As a means for transferring reven- 
ues from one year to meet expenditures in 
another they are unnecessary, if parliament 
and the public can appreciate the relatively 
simple reasons for budgeting for surpluses in 
good years and for deficits in poor years. I 
believe the simple and straightforward pres- 
entation of the budget problem is the best 
one, and that hon. members of this house 
and others outside will support the policy I 
propose on its merits without the support of 
artificial devices. 

The arguments of general policy are rein- 
forced by specific circumstances applying to 
the important types of tax. In the case of 
the personal income tax, we have already had 
three substantial reductions since the end of 
the war, and ours, I believe, is now, by and 
large or for the majority of people, the lowest 
income tax in the English-speaking world, 
with the highest exemptions. It has been 
reduced to levels which, under present circum- 
stances, offer no serious impediment to work 
or initiative—at least, none that could be 
removed by any further reasonable reduction. 
Its details have been improved—and we shall 
continue to improve them. Its administra- 
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tion has been greatly strengthened and, as 
the larger staff overtakes accumulated arrears, 
it will continue to gain in efficiency, smooth- 
ness and fairness. 


In the case of corporations our tax, together 
with provincial tax, is substantial but slightly 
lower than that in the United States, and 
corporations in both countries are thriving at 
present, to say the least. There appears no 
need to reduce our corporation tax either on 
grounds of incentive or to release more cor- 
porate profits for capital expenditures or for 
dividends. In this field, too, there have in 
recent years been considerable improvements 
in detail that make the tax more equitable 
and less burdensome in special and unusual 
cases. 


In the field of commodity taxes, we have 
still retained in many cases the higher rates 
introduced during the war, as well as the basic 
rate of sales tax adopted before the war. We 
have dropped, of course, the war exchange 
tax, because it was discriminatory and because 
it was adding substantially to costs of pro- 
duction. We have also removed our sales 
tax from equipment and machinery, used in 
production, to help keep costs down and im- 
prove our competitive position. We have 
reduced our tariffs as a part of a deliberate 
plan to encourage and develop trade. We 
have relinquished the important field of gaso- 
line taxes wholly to the provinces. We have 


-repealed the tax on sugar and lowered the 


duties on tea and coffee to help keep the price 
down. We have repealed the sales tax on the 
domestic use of electricity. We have made 
other more specific changes to meet specific 
problems or for special reasons. But we have 
not reduced the heavy wartime taxes on 
tobacco, liquor and other beverages or the 
taxes on a wide range of those less essential 
goods or services considered proper means of 
raising the additional revenue required for war 
and reconversion needs. The present circum- © 
stances are not appropriate for far-reaching 
reductions in these indirect taxes. Demands 
are so excessive in relation to supply that we 
cannot rely upon competition or other market 
forces to ensure that the consumer would get 
the benefit of any general or widespread re- 
ductions we might make. Producers or dis- 
tributors are in a favourable position to gain 
whatever the treasury gives up, and they 
could probably find plausible reasons for doing 
so, notwithstanding the high levels of profits 
at present. 

In regard to possible reductions in the income 
tax, there is another consideration which I feel 
I should explain at greater length, and that is 
the comparison between our levels of income 
tax and those in the United States—a com- 
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parison which appears to be regarded as one 
of considerable importance. I must confess 
that I am repeatedly surprised that from this 
comparison conclusions are almost always 
drawn unfavourable to ‘Canada, despite very 
strong evidence to the contrary. 

In order to set forth the facts as clearly 
as possible, I would like now with the consent 
of the house to place on Hansard tables com- 
paring the Canadian and American taxes at 
various levels of income: 


Comparison of Personal Income Tax in Canada 
and United States for 1948 


These comparisons are made up on the following 
assumptions 


Canadian Tax 


1. No allowance made for medical expenses, 
pension contributions, charitable donations, or 
other deductions. Taxpayers claiming such 
deductions would pay less tax than shown. 

2. All income over $30,000 assumed to be in- 
vestment income and subject to additional 4 per 
cent tax. 

3. Family allowances for children taken into 
account as being. in lieu of income tax relief 
for children. 


United States Tax 


1. Deduction of 10 per cent of income up to 
a maximum of $1,000 claimable by every tax- 
payer in lieu of deductions for medical expenses, 
charitable donations, state taxes, etc. 

2. All taxpayers assumed to take full advan- 
tage of the provision for splitting incomes be- 
tween husband and wife. 

3. New York State income tax included in 
calculation. 


Single Taxpayer—No Dependents 


Amount by 
which 
U.S.A. Tax Canadian 
. including tax ex- 
Canadian State ceeds 
Income Tax eax! U SoA. Lax 
71.453 Sam a ate 5 
SOON , Sa. 5 20 
900 ..... 16 35: 
LOIS tc a4. 29. 50: 
7 el an a 44 65: 
Ae, UCR Ba 61 81 
es 80 97 
BAOOWE Ys oats 100 113: de 
(A ee 120 129. oo 
E.OOO es 180 VF 3 
2,000) “h45K 2210 209: 11 
AY. | 270: 249: 21 
Hi, | ee ae 320) 2910: 30: 
Zola aac 370 332 38 
S000) F228 42:0 376 44: 
3,500 veces 520 471 49) 
AO Oe aor. 620 566 54 
DD fe 835 760: 75: 
TRO ee 1,465 1,342 123 
10,000 ..... 2,253 2,034: 219: 
UE ames 6,515 6,250 265: 
Dey: OO eaeten 9,015 8,918 97 
30,000 ...;. 11,728 11,762 re 
50,000 ..... s 23,456 23,893: 
75,000 246... 39,418 41,025: 
100,000 ..... 56,631 59,697 
200,000 ..... 133,056 140,310 


Married taxpayer—No children 
Amount 
by which 

U.S.A. tax Canadian 


Canadian including tax exceeds 
Income tax statetax U.S.A. tax 
§ $ § $ 
L400. 10 
1,500 ae 25 
1,600 10 40 
1,700 22) aD 
1,800 36 70 
2,000 70 100 
gh Aa Vi 120: 137 
2,000.) 170 174 ie 
DIOR 220 212 8 
35000 wikis. 270 251 19 
BOON . pts 370 332 38 
4,000 470 412 58 
5,000 670 578 92 
7,500 1,260 1,048 212 
10,000 .... 1,990 1,556 434 
20,000 6,140 4,512 1,628 
ZU OOO es tlevees » BLEED 8,366 2,949 
50,000 .... 23,043 18,078 4,965 
75,000 38,968 32,245 6,723 
100,000 56,143 47,841 8,302 
200,000 132,493 119,429 13.064 


Married Taxpayer—Two Children of Family 
Allowance Age 


Net 
position Amount 
of by 
Canadian which 
taxpayer Cana- 
after dian 
receiving U.S.A. _ net tax 
average tax position 
family including exceeds 
Canadian allowance State U\S.A. 
Income tax payments tax tax 
$ $ $ $ $ 
1,800 10 + 134 ee it a. 
1,900 90% oh929 42.7 we. 
2,000 S67+e 108 ¥ 
2,250 SOW ale 64 
2,500 130.415 14 ort ie 
2;750 180 36 12 24 
3,000 230 86 50 36 
3,500 330 186 125 61 
4,000 430: 286 203 83 
5,000 630 486 364 2 
7,500 1,208 1,064 797 267 
10,000 1,930 1,786 1,299 487 
20,000: 6,040 5,896 4,120 1,776 
30,000 11,205 11,061 7,878 Sioa 
50,000 22,933 22,789 17,439 5,350 
75,000 38,848 38,704 31,544 7,160 
100,000 56,013 55,869 47,068 8,801 
200,000 . 132,343 . 1325199.) 118;502 13,697 


‘ The figures which are included in this table 
for the United States give full effect to the 
recent reductions enacted by congress, includ- 
ing the option of splitting the income of mar- 
ried persons between husband and wife. They 
take account, too, of the standard deduction 
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of 10 per cent of income in lieu of other 
deductions, which I understand is claimed by 
85 per cent to 90 per cent of American tax- 
payers. On the other hand, the Canadian 
figures represent the maximum possible tax 
that would be paid in Canada, with no deduc- 
tions counted for contributions to charity or 
pension funds, and no deductions for medical 
expenses. They are based as well on the 
assumption that all income in excess of $30,000 
is Investment income, subject to the addi- 
tional 4 per cent tax. In the case of taxpayers 
with children, the receipt of family allow- 
ances is taken into account in the comparison, 
since these are clearly understood to be in 
leu of additional income tax exemption for 
persons subject to income tax. The United 
States, of course, has no corresponding allow- 
ances. The American figures include taxes 
payable in New York state as typical of the 
taxes now levied by more than half the states. 
Any lack of comparability in these figures is 
such as to make the Canadian tax appear 
high by comparison. 

Despite the common conception of lower 
taxes in the United States, it is clear from 
this table that at many points the Canadian 
tax is lower. Indeed, taking into account the 
number of taxpayers at various income levels, 
I am able to make what is to me the striking 
statement that three out of every four Cana- 
dians would pay more income tax on their 
present income if they lived in the United 
States rather than in Canada. As these tables 
show, it is mainly in the fairly well-to-do 
class of married taxpayers that American taxes 
are appreciably lower, and that result is now 
achieved principally by the unique feature, 
recently adopted in the United States, of 
allowing the splitting of income between hus- 
band and wife for tax purposes—a feature 
which was extended to the whole of that 
country where there appeared no other means 
of achieving equity as between those states 
where this privilege existed through local laws 
and those states where it did not. Were this 
provision not a part of the American law, 
there would be only a moderate difference in 
the amount of tax payable, even at these high 
levels of income for married persons. I know 
it will be difficult to dissipate the general mis- 
conception that seems to prevail regarding the 
respective levels of personal income tax in the 
two countries, but I venture to think that any 
thoughtful person who takes the trouble to 
examine the figures carefully will conclude that 
most statements made in this connection, if 
not entirely wrong, are at least considerably 


exaggerated. 


TAX PROPOSALS 


After considering all these matters, I have 
come to the conclusion that the budget this 
year should contain no general tax changes. 
There are a number of specific changes which 
should be made to improve our tax system and 
which I think can be made for that purpose, 
without seriously worsening the inflationary 
danger or seriously offending against the prin- 
ciples which we should follow in general. These 
I shall now propose and explain. They will 
involve reductions in taxes of types and in 
places where reductions will be most helpful. 
But they are to be regarded as exceptions 
rather than the rule. The general policy for 
this year should be to use our surplus to reduce 
our debt and thereby to fight inflation in the 
manner most suited to our type of government 
and our way of life. 


PERSONAL AND CORPORATE TAXES 


In the field of personal income taxes, I am 
proposing one change of significance which will, 
I believe, be accepted with commendation on 
all sides of the house. Having in mind the 
large number of elderly people living on small 
fixed incomes, and out of consideration for the 
particular trials and increased expenditures 
that usually come with advancing years, I am 
proposing that an additional exemption of $500 
be granted to a taxpayer of sixty-five years of 
age or over. Many of these elderly people liv- 
ing on small pensions or other forms of fixed 
income with no opportunity to participate in 
the increased wages, salaries or profits enjoyed 
by other sections of the community, are par- 
ticularly hard hit by the higher costs of living 
which present boom conditions have brought 
about. This group of our citizens are entitled, 
I think, to special consideration at this time. 
This special exemption follows a precedent 
established both in England and in the United 
States, and its effect in Canada will be that no 
taxpayer of sixty-five or over will pay tax until 
his income exceeds $1,250 if he is single, or 
$2,000 if he is married. This change will apply 
for 1948 and will cost about $5 million in 
revenue for a full year. 

In order to encourage the continued search 
for new sources of minerals, oil and gas in the 
interest of developing our natural resources 
and conserving United States dollars, I am also 
proposing to extend for another year the allow- 
ances and tax credits now granted the mining, 
oil and gas industries in respect of exploration 
and off-property drilling expenses. 

It is also proposed to increase the penalty 
rates applying to unpaid taxes from the present 
4 per cent and 7 per cent to 6 per cent and 8 


C—O 


per cent respectively. These higher penalties 
will provide an additional spur to the payment 
of the proper amount of tax on the due date 
and contribute to greater equity as between 
individual taxpayers. At the same time, I feel 
that it will also be appropriate to make pro- 
vision for the payment of interest by the 
government on taxes overpaid by the taxpayer. 
I am therefore proposing that interest of 2 per 
cent per annum be paid where the amount of 
overpayment is $5,000 or less, and one-half 
of 1 per cent on the excess over $5,000. 


I do not wish to encourage the lending of 
money to the government at high rates of 
interest, and the rate of two per cent is the 
rate which was paid on compulsory savings. 


REVISED INCOME TAX ACT 


As hon. members and the public at 
large will recall, I introduced at the 1947 ses- 
sion of parliament a revision of the Income 
War Tax Act which has become known gen- 
erally among those interested as Bill 454. It 
will be remembered that this bill received only 
first reading at that time, and was allowed to 
stand over for study by members of parlia- 
ment, lawyers, accountants, businessmen and 
taxpayers generally throughout the country in 
order that we might have the advantage of 
the broadest possible consideration of this 
important measure. I may say that the oppor- 
tunity thus afforded to study the bill has 
resulted in a very thorough examination of 
its provisions and the various individuals and 
organizations which have submitted briefs are 
to be congratulated on the constructive nature 
of their suggestions. These have been of great 
assistance to myself and the officials engaged 
in redrafting the bill. 


In keeping with the intention I announced 
last year, I plan to reintroduce the revised 
bill as soon as the budget resolutions have 
been disposed of in the expectation that the 
new measure will be enacted this year. How- 
ever, because its final passage may not come 
until towards the middle of the year, I am now 
proposing that its effective date be postponed 
until the beginning of 1949, rather than have 
it apply retroactively to the beginning of the 
present year, as I had earlier planned to 
recommend. Anticipating the adoption of this 
proposal by parliament, I will introduce some 
minor amendments to the present Income War 
Tax Act applicable to 1948 which will antici- 
pate certain features of the new bill that it is 
felt desirable should be brought into effect for 
the present year. These amendments are of 
relatively minor importance and will be dealt 
with fully when we are discusing the 1948 
amendments to the Income War Tax Act. 


COMMODITY TAXES 


In the field of commodity taxes, I have felt 
it necessary to frame my proposals in the light 
of the government’s general fiscal program, 
and am, therefore, not proposing any sweep- 
ing or drastic reductions in tax rates. I have 
considered, however, whether anything might 
be done by way of a direct contribution toward 
reducing the cost of living at one of those 
points where it has been felt most acutely, that 
is, in the cost of food, and where it would 
create little additional inflationary pressure. 
As a positive step in this direction I have 
decided to propose to parliament that substan- 
tially all of the items of food not now exempt 
from the sales tax be put on the exempt list 
from tomorrow onward. As I have said before 
in this house, most of the standard food items 
such as bread, butter, milk, cheese, eggs, 
salt, sugar, fresh fruit and vegetables, and 
fresh meats are now exempt from sales tax, 
and the items taxable at the present time are 
comprised largely of canned, packaged, pro- 
cessed or otherwise prepared foods. Under the 
proposed change practically all the items in 
this latter group will be exempt from tax. In 
general the new exemptions will include fruits 
and vegetables, whether canned, frozen or 
dehydrated, including jams, jellies and marma- 
lade; fruit and vegetable juices; prepared 
meats and poultry, whether canned, smoked, 
cooked, frozen or dried; canned soups; canned 
fish; prepared cereal breakfast foods exclud- 
ing beverages; biscuits and cookies; yeast and 
ready mixed flour preparations; spaghetti and 
macaroni and one or two other items of lesser 
importance. The revenue loss involved in 
granting these exemptions will be of the order 
of $20 million in a whole year. 

It is my hope that the removal of the 8 per 
cent tax from this long list of items will result 
in a reduction in prices as soon as the reduc- 
tions can be passed along to consumers, I 
appreciate that this tax is imposed at the point 
of manufacture or wholesale distribution, and 
has already been paid, therefore, on goods now 
in stock in retailers’ hands. At the same time, 
I wish to make the position clear that there 
will be no refunds or credits of tax to manu- 
facturers or wholesalers in cases where they 
accept the return of goods previously delivered 
in respect of which taxes are repealed by this 
budget. 

Again having in mind the needs of the aver- 
age household, I am proposing that the 25 per 
cent retail purchase tax be lifted tomorrow 
from silver-plated knives, forks and spoons and 


from alarm clocks of a retail value of $10 or 
less. This change will remove from the scope 
of the retail sales tax items of common use 
in the home. I am also proposing as a measure 
of alleviation to the blind that braille watches 
be exempt from the tax. The revenue reduc- 
tion involved in these changes will amount to 
about $600,000 for a full year. 


AMUSEMENT TAXES 


Hon. members will recall that a year ago the 
dominion government withdrew its gasoline tax 
on the ground that this field was one that had 
been traditionally occupied by provincial gov- 
ernments and had been entered by the domin- 
ion under the emergency conditions of war- 
time. It will be recalled, too, that on several 
occasions it has been represented to the federal 
government by provincial governments that the 
dominion should also withdraw from the other 
fields in which the provinces have been nor- 
mally regarded as having a particular interest. 
These included principally the dominion tax on 
the consumption of electricity, which was with- 
drawn last November, and the dominion tax on 
amusements and pari-mutuel bets. In regard 
to these latter two fields I am proposing that 

‘the dominion taxes cease to be imposed from 
tomorrow onward. This amendment will apply 
to the 20 per cent tax on admissions to theatres 
and the like, the 25 per cent tax on expenditures 
in other places of entertainment and the 5 per 
cent tax on pari-mutuel bets. Our revenue 
will be reduced by an estimated amount of 
$23,500,000 a year as a result of dropping these 
taxes. May I be permitted here to express the 
hope that in these cases where the dominion 
government removes taxes on this kind and 
withdraws from the field, the taxpayers of 
Canada will receive the benefit of such action 
and that, so far as possible, provincial taxing 
authorities will refrain from stepping in? 


39. TAX ON IMPORTS 


In another field I am proposing that the 3 
per cent excise tax on imports from general 
tariff countries be repealed. The tax in its 
present form is a vestige of a levy first imposed 
in 1932 which applied originally to imports 
from all countries. Its scope of application has 
been gradually narrowed until at the present 
time it serves only as a needless encumbrance 
to trade with a relatively limited number of 
countries. The revenue from this source last 
year was about $2,100,000. 


Id. 
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MISCELLANEOUS TAXES 


Several other miscellaneous changes of a 
minor character are also proposed. The tax of 
sixty cents a gallon on spirits used in making 
vinegar will be removed. This tax was intended 
to encourage the production of cider vinegar 
but I understand has not had this effect, and 
at the present time only increases the consumer 
cost of a food item in widespread use. A minor 
change will be made in the tax on matches by 
adding an extra bracket in the rate schedule to 
apply to books or packages containing a very 
small number of matches. As a result of repre- 
sentations I have received from religious and 
educational leaders to the effect that the 25 per 
cent tax imposed on 16-millimetre projectors 
for films and slides is discouraging the further 
use of such projectors in schools, churches and 
other institutions, the tax will be removed from 
16-millimetre projectors. Wheel chairs for the 
use of invalids will be exempt from the sales 


tax, and other minor amendments affecting hay 


binders and presses and rope used by fishermen 
will also be made in the sales tax. 

Turning to a field somewhat removed from 
that just discussed, I wish to outline two 
significant changes that I will propose in the 
field of succession duties. The house will recall 
that the dominion entered this field for the 
first time in 1941. We entered it not as a 
temporary wartime measure but as a perman- 
ent step in a direction which we felt might 
eventually lead to a national uniform system 
of death duties. This end was further promoted 
by the withdrawal of the death duties imposed 
by the seven provinces which entered into the 
dominion-provincial tax rental agreements. It 
is, therefore, a fact that the measure of relief 
I am about to propose is possible to a large 
extent because of the assurance I have that as 
a result of the provincial agreements it will be 
fully effective in at least seven of the provinces. 


SUCCESSION DUTIES 


The measure that I have particularly in mind 
in this connection is that whereas in the past 
the smallest size of estate subject to dominion 
duty has been $5,000, I am proposing that no 
estate of a person dying on or after January 1 
of this year will be subject to duty unless it 
exceeds $50,000. In effect, this means that the 
dominion government is withdrawing com- 
pletely from the field of succession duties as 
this affects the smaller estates. The significance 
of this change will be realized when it is con- 
sidered that about 90 per cent of the estates of 
deceased persons in Canada will henceforth be 


completely free of dominion duties. This relief 
will result in a great saving in the adminis- 
trative burden of handling a great volume of 
small estates, will expedite the settlement of 
the affairs of many deceased persons and, above 
all, will relieve the beneficiaries of these small 
estates of any dominion duty on the bequests 
they receive. It is estimated in this connection 
that at the present time in a full year the 
revenue loss involved in this change will be in 
the neighbourhood of $5 million. 

I am suggesting another change as a measure 
of encouragement to charitable bequests. 
Whereas, under the present law, up to one-half 
of an estate may be left for charitable or edu- 
cational purposes exempt from succession duty, 
in the future this limit will be removed and 
any amount of the estate may be given to 
charity free of succession duty. This measure 
has been urged on me for some time by reli- 


gious and educational leaders, and in a society . 


where our great public institutions still depend 
to a large extent on private support I feel that 
a measure of this sort is justified in the general 
public interest. 

There will also be several other minor 
changes of a technical character in the Succes- 
sion Duties Act of which the principal will be 
to define the basis of share situs in the case of 
companies as the place of incorporation of the 
company, the basis now generally adopted in 
our succession duty treaties with other 
countries. 

All these amendments to the Succession 
Duties Act will be effective as from the first of 
this calendar year. 


TARIFF PROPOSALS 


When I presented the budget last year, I 
referred to the tariff negotiations which were 
then taking place at Geneva under the spon- 
sorship of the economic and social council 
of the united nations. These negotiations were 
successfully concluded in October. The results 
are embodied in the General Agreement on 
Tariffs and Trade which was made public on 
November 18. The successful outcome of these 
negotiations has been a most encouraging 
development in the international efforts that 
have been undertaken since the end of the 
war to establish better economic relations 
between nations. This General Agreement is 
the most comprehensive international agree- 
ment ever concluded for the reduction of bar- 
riers to trade, having regard both to the 
volume of world trade affected and to the 


scope of the undertakings. The reductions and 
concessions in tariffs which each of the twenty- 
three participating countries and separate cus- 
toms territories represented at Geneva agreed 
to grant one another apply to approximately 
one-half of total world imports. 

At the conclusion of the Geneva conference, 
eight of the participating countries, including 
the United States, the United Kingdom and 
Canada, agreed to make these reductions effec- 
tive provisionally as from January 1, 1948. 
Since that date, four additional countries either 
have brought their concessions into provisional 
effect or have indicated their agreement to do 
so in the near future. Consequently, Canada 
is at present receiving the benefits of the 
Geneva reductions on a very large part of her 
total export trade. Similarly, Canada has 
granted the Geneva concessions in the Cana- 
dian tariff to the other signatories since the 
beginning of the year. 

The Canadian concessions were extended 
provisionally by order in council under the 
authority granted to the governor in council 
in the Customs Act. The Canadian concessions 
negotiated at Geneva will be brought into 
effect finally, and the General Agreement will 
be ratified, only after the approval of parlia- 
ment has been secured. The agreement was 
submitted to parliament at the opening of this 
session, and is now before the standing com- 
mittee on banking and commerce where it is 
being examined in detail. The further legisla- 
tion necessary for the implementation of the 
agreement will not be proposed until after the 
committee’s report has been received. 

The budget resolutions concerning tariffs and 
customs which I am introducing at this time 
are confined to two matters. It is proposed to 
make a number of adjustments in the existing. 
tariff to bring it into line with present needs 
and conditions. It is further proposed to 
make a number of changes designed to facili- 
tate the importation from the United Kingdom 
of important supplies which we need in Canada 
and in respect to which the United Kingdom 
has been experiencing particular difficulties 
in her efforts to re-establish her pre-war posi- 
tion in this market. 

The adjustments in the tariff which I am 
proposing are all downward adjustments. No 
increases are proposed. Some of the reductions 
are designed to take account of technological 
changes which have occurred in the last few 
years; some would effect reductions in costs of 
production; some would remove complexities 
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and facilitate administration, and a number 
would embody reductions already made by 
order in council in response to immediate cir- 
cumstances that have arisen from time to 
time. In general, the changes proposed would 
effect some reductions in costs of operation in 
a number of important industries including the 
mining industry, the building industry, and 
in certain parts of the dairy products industry. 

Among the resolutions which I am intro- 
ducing tonight, there is a proposal to suspend 
temporarily the British preferential duties on 
cotton and rayon piece goods. As hon. mem- 
bers know, the United Kingdom has for many 
years supplied an important part of our 
requirements of these commodities. During the 
war, the United Kingdom was unable to keep 
her place in our market. Since the end of 
hostilities, continued efforts have been made 
to restore the production and exports of this 
great staple of British trade. However, the 
shipments which the United Kingdom has 
been able to make to Canada have not 
increased as rapidly as we had hoped both 
from the standpoint of what our consumers 
need and from the standpoint of our desire 
to reduce the large gap in our balance of 
payments with that country. At present, Brit- 
ish exporters of cotton and rayon piece 
goods are encountering difficulties in their 
efforts to expand sales to Canada because their 
laid-down prices in this country, after pay- 
ment of duty, are higher than what our con- 
verters and consumers can afford to pay. The 
proposal to suspend the duties temporarily 
would help to reduce the obstacle arising out 
of the price situation. 


We have received assurances from the 
United Kingdom that the reduction in landed 
prices made possible by any removal of duties 
would be passed on to Canadian buyers. We 
have been assured also that the United King- 
dom government will take all possible steps to 
see that the target which has been set for 
shipment to Canada of 80 million yards of 
cotton piece goods in 1948 will be met. With 
these assurances, the suspension of duties 
should make it possible for Canadian con- 
sumers to obtain essential supplies of cotton 
and rayon piece goods at lower prices and in 
substantially larger quantities than would 
otherwise have been the case. 

I am therefore proposing that the British 
preferential duties on cotton and rayon piece 
goods, be suspended until June 30, 1949. There 
will be an opportunity to review this whole 
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matter on the basis of the results achieved 
before that date. In accordance with our com- 
mitments in the Geneva agreement, under 
which preferential margins may not be 
widened, the proposal to suspend the British 
preferential rates on cotton and rayon piece 
goods includes a reduction in the most-fay- 
oured-nation rates on thése items by the same 
amount until June 30, 1949. However, the 
imports of cotton and rayon piece goods from 
scheduled countries are limited by the quota 
under the Emergency Exchange Conservation 
Act. 

Finally, among the resolutions pertaining to 
tariff and customs matters, I am including a 
proposal which would enable the governor in 
council to relieve certain goods or classes of 
goods from special dumping duty. Under this 
proposal such relief could be granted in cases 
where the governor in council determines that 
the importation of the goods is necessary to 
meet essential requirements in Canada or 
could be used to advantage in Canada with- 
cut causing hardship to Canadian producers. 
In view of continuing scarcities, it is clearly 
desirable that it would be possible to grant 
rehef from dumping duty in such circum- 
stances. 

It is estimated that these reductions in 
tariff duties will result in a reduction in revenue 
of some twelve to fourteen million dollars in 
the current year. 


CONCLUSION 


It is estimated that, taken altogether, the 
tax changes and tariff reductions which I have 
proposed will reduce our revenues in a full 
year by over $70 million and in the remainder 
of this fiscal year by something over $60 
million. Deducting this latter figure from my 
forecast of revenues before tax changes will 
leave us with anticipated revenues for the 
current year of approximately $2,664 million. 
On this basis the anticipated budgetary surplus 
for the year will be reduced to $489 million. 
We shall have of course additional receipts 
of cash from repayments of loans and from the 
accumulation of annuity, pension and insurance 
funds, but these, it is believed, will be sub- 
stantially less than last year, because we are 
not likely to be receiving repayments from the 
foreign exchange control board nor nearly as 
large a repayment of the United Kingdom 
1942 loan. When we have made the loans and 
investments which the year’s operations will 
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require and have paid back the refundable taxes 
for 1943 and 1944 which of course is a form of 
debt retirement, we shall find that our remain- 
ing cash surplus will not in fact be a large one. 
Moreover, we could not allow our budgetary 
surplus to be reduced much further without 
running the risk that the sum total of the 
government’s financial operations this year 
might have an inflationary, rather tham anti- 
inflationary, effect. 

It may be of interest to note that if we 
followed the budgetary practices of the United 
States government, under which they include 
on the one side all receipts except borrowings, 
and on the other side all disbursements except 
redemption of debt, we should have a small 
surplus in this coming year. The practices that 
we follow are better, I believe, in that they 
present a truer accounting picture of our differ- 
ent types of transactions and show more clearly 
the changes in our net debt and assets, but the 
American practice has certain advantages in 
times like these when it is desirable to take 
an over-all view of the government’s financial 
operations in deciding what is the proper 
budget policy from the point of view of the 
effects upon the national economy. 

A substantial portion of the requirements for 
this year which I have described: arise directly 
out of the war; this is true of a portion of our 
expenditures, particularly on veterans benefits, 
housing and subsidies. It is also true of some 
of our loans and investments, and, of course, 
the refundable taxes arose from wartime opera- 
tions and will be mostly repaid by the end of 
this year. If no new types of expenditure are 
undertaken, and if economic conditions remain 
favourable, we can expect a decline in our 
requirements in future years, but even in such 
circumstances we could not expect a drastic 
decline. The effects of two world wars on our 
public debt cannot be escaped, however 
severely we may economize. The wars have 
also left us a heritage of pension bills. The 
new international situation and the dangers 
of total war have brought us continuing high 
costs for national defence. But these are not 
the only factors. The activities and scope of 
government in Canada have been extended by 
popular consent and, indeed, by popular 
demand. Parliament and the government have 
a wider responsibility than before the war, 
particularly in the field of economic affairs. 
Our expenditures inevitably reflect this exten- 
sion. Social security is an expensive under- 
taking, and we have moved substantially into 
\this field since before the war and are now 
‘spending hundreds of millions of dollars each 
year upon it. We are already undertaking 
much more in national development, trade 

promotion and the support of prices of prim- 


ary products. All political parties and the 
public generally take it for granted now that 
governments must bear some responsibility for 
maintaining employment when large-scale un- 
employment threatens. That is bound to be a 
very expensive responsibility if economic cir- 
cumstances outside of Canada become adverse. 

With these wider responsibilities already 
assumed and in contemplation, with the public 
demand there is today for additional govern- 
ment responsibilities and expenditures in 
many fields, we must anticipate large bud- 
gets in future, and we cannot lightly reduce 
taxation in any field. Those who advocate 
increased expenditure should bear in mind 
the weight of our budgetary problems in the 
future. There is no inexhaustible source of 
revenue that we can tap. There are limits 
to what we can spend without raising addi- 
tional revenues, if we are to prevent inflation 
and the hidden burdens which is imposes. I 
wish to appeal particularly to hon. members 
at this time to bear thoughtfully. in mind 
our future budgetary ‘problems when con- 
sidering new proposals for government 
activity, social security, or other expenditures. 
In the world of today we must be prepared 
to undertake much that is new, much that is 
daring, much that is big. We must also be 
prepared, however, to pay the price, and it 
is in our budgets that that price is brought 
home to us. 

I think we can well take pride in the 
prudent, responsible and effective way in 
which the financial and economic affairs of 
this country have been managed both during 
the war and since the war has ended. I hope 
I am not one given to overstatement, but I 
doubt whether any nation in the world has 
a better record in this field. 

Canadians I think are realists. We do not 
expect to get something for nothing. We 
know that things have their price. We are 
proud of the advances which we have been 
able to make in the field of social security, 
and in assuring to our people a better and a 
fuller life. We know that to attain these 
great purposes, we must frame our policies and 
direct our efforts towards achieving and main- 
taining a high and expanding level of employ- 
ment and income. That is what we have 
done, and that is what we are continuing to 
do. The record speaks for itself. Canada 
today enjoys a level of employment, pros- 
perity and national income, and a standard of 
living and of real social security never 
achieved before in the history of our country. 
That that is so, Mr. Speaker, is due in large 
measure to the wisdom, the vision, and the 


supreme qualities of statemanship possessed 
by a man who for more than twenty years 
of the last quarter century has been the head 
of the government of our country, the 
present Prime Minister of Canada (Mr. 
Mackenzie King). 

I want to table now the budget resolutions. 


INCOME WAR TAX ACT 


Resolved, that it is expedient to introduce 
a measure to amend the Income War Tax Act 
and to provide: 

l. That, in addition to other deductions, a 
deduction from income for the 1948 taxation 
year of $500 be allowed to an individual who 
aas attained the age of 65 years prior to the 
end of the year; 

2. That, for the 1948 taxation year, interest 
be allowed at the rate of 2 per cent.per annum 
on overpayments of tax to the extent of $5,000 
and 4 per cent per annum on overpayments in 
excess of $5,000 (no interest less than $1 to be 
payable); and that the rates payable on over- 
due taxes be increased from 4 per cent and 
7 per cent to 6 per cent and 8 per cent, 
respectively; 

3. That special deductions from income or 
taxes be allowed to taxpayers engaged in explor- 
ing or drilling for natural gas, oil or minerals 
in respect of expenses incurred in 1949 opera- 
tions on the same basis as the deductions 
allowed in respect of 1948 operations; 

4. That, for the 1948 taxation year, no ex- 
penses in respect otf the earning of wages or 
salary may be deducted except where a tax- 
payer is an employee of a person whose prin- 
cipal business is transport and his duties require 
him to be absent from his home regularly, in 
which case expenses for board and lodging may 
be deducted, and where a taxpayer is employed 
to sell property or negotiate contracts, is re- 
quired to pay his own expenses and performs 
his duties away from his employer’s place of 
business, in which case expenses may be de- 
ducted from commissions or other fees; and 

5. That the 15 per cent income tax on non- 
resident persons be extended to apply to patron- 
age dividends paid on or after May 19, 1948. 


DOMINION SUCCESSION DUTY ACT 


Resolved, that it is expedient to introduce a 
measure to amend the Dominion Succession 
Duty Act and to provide, effective with respect 
to any succession upon the death of a person 
on or after January 1, 1948: 

1. That the general exemption of estates not 
over $5,000 be extended to estates not over 
$50,000; ; 

9. That the limit on exemptions for gifts to 
charitable organizations of 50 per cent be 
removed; and 

3. That for the purposes of the act, shares of 
companies incorporated in Canada shall be 
deemed to be situated in Canada. 


THE EXCISE TAX ACT 


Resolved, that it is expedient to introduce a 
measure to amend the Excise Tax Act and to 
provide, effective on and after May 19, 1948: 

1. That the sales tax on the following list of 
articles be repealed: 

(a) shortening; soups; rice; yeast; yogurt; 
barley; split peas; peanut butter; biscuits, 
cookies and similar articles; pastry, cake, 
biscuit and similar mixes; cereal breakfast 
foods not including beverages; foods prepared 
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and sold exclusively for feeding infants; fruit, 
canned, frozen, dried or evaporated; fruit juices 
which consist of at least ninety-five per cent of 
pure juice of the fruit; jams, jellies, marma- 
lades and preserves; corn syrup, table syrups 
and molasses; meats and poultry, cooked, canned, 
frozen, smoked or dried; canned fish; spaghetti, 
macaroni and vermicelli; vegetables, canned, 
frozen or dehydrated, but not including pickles, 
relishes, catsup, sauces, olives, and _ similar 
goods; vegetable juices; and 

(b) hay presses and complete parts thereof; 
auxiliary internal combustion engines incor- 
porated into agricultural implements or agri- 
cultural machinery, and complete parts thereof; 
crushed stone or crushed gravel; articles im- 
ported by or for public museums, public 
libraries, universities, colleges or schools, and 
which are to be placed in such institutions as 
exhibits; wheel chairs and complete parts 
thereof specially designed for the use of 
invalids; 

2. That the excise tax on the price of 
admission to places of amusement be repealed; 

3. That the excise tax on charges made in 
places of entertainment be repealed; 

4, That the excise tax on bets on horse racing 
be repealed; 

5. That the retail purchase tax on watches 
specially designed for use of the blind, alarm 
clocks selling to the user at not more than ten 
dollars each, and plated table knives, forks and 
spoons, be repealed; 

6. That the special excise tax of three per 
cent on goods imported into Canada from gen- 
eral tariff countries be repealed; 

7. That the rates of excise tax on matches 
be amended to provide for a proportionate rate 
of tax on packages of smaller sizes; and 

8. That the excise tax of 25 per cent be 
repealed on 16 mm projectors for slides, films 
or pictures, and that the tax be extended to 
cover projector mechanisms, sound equipment, 
arc lamps, lenses, bases, and film magazines or 
reels for moving picture projectors. 


THE EXCISE ACT 


Resolved, that it is expedient to introduce a 
measure to amend the Excise Act to repeal, 
effective on and after May 19, 1948, the excise 
duty on spirits used in the production of 
vinegar. 

CUSTOMS TARIFF 

1. Resolved, that it is expedient to introduce 
a measure to amend the Customs Tariff, being 
chapter forty-four of the Revised Statutes of 
Canada, 1927, as amended, as follows:— 

(a) By repealing subsection one of section 
three and substituting the following:— 

“3. (1) Subject to the provisions of this act 
and of the Customs Act, there shall be levied, 
collected and paid upon all goods enumerated, 
or referred to as not enumerated, in schedule A 
to this act, when such goods are imported into 
Canada or taken out of warehouse for consump- 
tion therein, the several rates of duties of cus- 
toms, if any, set opposite to each item respec- 
tively or charged on goods as not enumerated, 
in the column of the tariff applicable to the 
goods, subject to the following conditions, viz.: 

(a) The rates of customs duties, if any, set 
forth in column (1), ‘British preferential tariff’, 
shall apply to goods the growth, produce or 
manufacture of the following British countries 
when conveyed without transhipment from a 
port of any British country enjoying the bene- 
fits of the British preferential tariff into a 
sea, lake or river port of Canada: 
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United Kingdom of Great Britain and North- 
ern Ireland 
Union of South Africa 
Aitstralia 
New Zealand 
India 
Pakistan 
Ceylon 
Eire 
Newfoundland 
British West Indies, 
Bahamas 
Jamaica 
Barbados 
Trinidad and Tobago 
Antigua 
St. Christopher-Nevis 
Dominica 
Montserrat 
Virgin Islands 
Grenada 
St. Vincent 
St. Lucia 
Turks and Caicos islands 
Ascension 
Bermuda 
British Guiana 
British Honduras 
British North Borneo 
Brunei 
Basutoland 
Bechuanaland Protectorate 
British Solomon islands protectorate 
Cyprus 
Channel islands 
Cayman islands 
‘Cameroons, British sphere of the 
Cook islands 
Fiji 
Falkland islands 
Gold Coast 
Gambia 
Gilbert and Ellice islands 
Isle of Man 
Kenya Colony and Protectorate 
Malay States, Federated 
Malay States, Unfederated— 
Johore 
Kedah 
Kelantan 
Perlis 
Trengganu 
Malta 
Mauritius and dependencies thereof 
Northern Rhodesia 
Nyasaland Protectorate 
Nigeria Colony and Protectorate 
New Guinea 
Norfolk island 
Nauru, Mandated Territory of 
Papua 
St. Helena 
Southern Rhodesia 
Sierra Leone 
Straits Settlements 
Seychelles 
Sarawak 
Somaliland Protectorate 
Swaziland 
Tanganyika Territory 
Togoland, British sphere of 
Tonga or Friendly islands 
Uganda Protectorate 
Western Samoa 
Zanzibar 
Any other British Colony or Protectorate or 
Territory under British Trusteeship, admitted 
to the benefits of the British preferential tariff 


including: 


in Canada, in the manner hereinafter pro- 
vided; 

Provided, however, that goods entitled to the 
benefits of the British preferential tariff shall 
be accorded such benefits when such goods are 
shipped on a bill of lading consigned to a con- 
signee in a specified port in Canada when such 
goods are transferred at a port in a British 
possession, and conveyed without further trans- 
shipment into a sea, lake or river port of 
Canada; 

(b) The rates of customs duties, if any, set 
forth in column 2, ‘Most-Favoured-Nation tariff 
shall apply to goods the growth, produce or 
manufacture of any British or foreign country 
to which the benefits of such Most-Favoured- 
Nation tariff shall have been extended in the 
manner hereinafter provided or to goods the 
growth, produce or manufacture of any foreign 
country to which the benefits of the intermediate 
tariff applied on May 1, 1948, when imported 
into Canada direct from a country entitled to 
the benefits of the Most-Favoured-Nation tariff; 

(c) The rates of customs duties, if any, set 
forth in column (3), ‘General Tariff’, shall apply 
to all goods not entitled to admission under 
the Most-Favoured-Nation tariff or under the 
British preferential tariff, or to goods entitled 
to rates of customs duties more favourable 
than those of the British preferential tariff; 

(d) Proof of origin, as prescribed by the 
minister, shall be furnished with the bill of 
entry at the customhouse for goods admitted to 
entry under any of the tariffs in schedule A; 
and the decision of the minister shall be final 
as to the tariff or surtax applicable in any case 
to imported goods by reason of their origin; 

(e) Goods for which entry is claimed under 
the Most-Favoured-Nation tariff must be bona 
fide the growth, produce or manufacture of a 
country which has been admitted to the bene- 
fits of the Most-Favoured-Nation tariff and a 
substantial portion of the value of each manu- 
factured article must have been produced by the 
industry of such country, 

(f{) Every manufactured article to be ad- 
mitted under the British preferential tariff 
must be bona fide the manufacture of a British 
country entitled to the benefits of the British 
preferential tariff, and a substantial portion of 
the value of the manufactured article must have 
been produced by industry in one or more of 
such countries.” 

(b) By repealing subsection one of section 
four and substituting the following: 

“4. The governor in council may, by order, 
from time to time: 

(a) Extend the benefit of the British prefer- 
ential tariff, in whole or in part, to any British 
colony or any protectorate or territory under 
British trusteeship not named in paragraph 
(a) of section three, and from and after the 
date specified in such order the British prefer- 
ential tariff shall apply to goods the growth, 
produce or manufacture of such colony, pro- 
tectorate or territory, subject to the provisions 
of this act; 

(b) Withdraw the benefit of the British 
preferential tariff, in whole or in part, from 
any British country or colony or any protector- 
ate or territory under British trusteeship, 
which has received the said benefit, and from 
and after the date specified in such order the 
most-favoured-nation tariff or the general tariff, 
as mentioned in the said order, shall apply to 
goods the growth, produce or manufacture of 
any such British country, subject to the pro- 
visions of this act; 
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(c) Extend to any British country the bene- 
fit of rates of customs duties more favourable 
than those of the British preferential tariff, 
and from and after the date specified in such 
order the rates of duties so ordered shall apply 
to goods the growth, produce or manufacture 
of such British country, subject to the pro- 
visions of this act; 

(d) Withdraw from any British country to 
which they have been extended rates of cus- 
toms duties more favourable than those of the 
British preferential tariff, and from and after 
the date specified in such order the British 
preferential tariff, the most-favoured-nation 
tariff or the general tariff, as directed in the 
said order, shall apply to goods the growth, 
produce or manufacture of such British coun- 
try, subject to the provisions of this act; 

(e) Extend the benefit of the most-favoured- 
nation tariff, in whole or in part, to any British 
or foreign country, goods the growth, produce 
or manufacture of which have previously been 
subject to the rates of customs duties set forth 
in the general tariff, and from and after the 
date specified in such order the rates of duty 
set forth in the most-favoured-nation tariff, so 
far as they are mentioned in the said order, 
shall apply to goods the growth, produce or 
manufacture of such British or foreign country, 
when imported into Canada direct from a 
country entitled to the benefits of the most- 
favoured-nation tariff, subject to the provisions 
of this act; 

({) Withdraw the benefit of the most- 
favoured-nation tariff, in whole or in part, from 
any country to which it has been extended, and 
from and after the date specified in such order 
the rates of customs duties set forth in the 
general tariff shall apply to goods the growth, 
produce or manufacture of such country, sub- 
ject to the provisions of this act; 

(g) Every order passed under the authority 
of this section shall be published in the Canada 
Gazette.” 

(c) By repealing section six and substituting 
the following: 

“6. (1) In the case of goods exported to 
Canada of a class or kind made or produced in 
Canada, if the export or actual selling price to 
an importer in Canada is less than the fair 
market value or the value for duty of the goods 
as determined under the provisions of the Cus- 
toms Act, there shall, in addition to the duties 
otherwise established, be levied, collected and 
paid on such goods, on their importation into 
Canada, a special or dumping duty, equal to 
the difference between the said selling price of 
the goods for export and the said value for 
duty thereof; and such special or dumping duty 
shall be levied, collected and paid on such goods 
although not otherwise dutiable. 

(2) The special duty imposed by the preced- 
ing subsection shall in no case exceed fifty per 
cent ad valorem and the following goods shall 
be exempt from such duty: 

(i) Good's of a class subject to duty under the 

Excise Act; 

(ii) Goods which though of a class or kind 
made or produced in Canada, are not 
offered for sale to the ordinary agencies 
of wholesale or retail distribution or are 
not offered to all purchasers on equal 
terms under like conditions, having regard 
to the custom and usage of trade; 

(iii) Goods or classes of goods declared ex- 
empt by any order or regulation made by 
the governor in council. 


(3) Duties and taxes imposed in the country 
of export shall be disregarded in estimating the 
value for the purpose of the said duty. 

(4) ‘Export price’ or ‘selling price’ in this 
section means the exporter’s price for the 
goods, exclusive of all charges thereon after 
their shipment from the place whence exported 
direct to Canada. 

(5) If at any time it appears to the satisfac- 
tion of the minister that the payment of the 
special duty by this section provided for is 
being evaded by the shipment of goods on con- 
signment without sale prior to such shipment, 
the minister may in any case or class of cases 
authorize such action as is deemed necessary to 
collect on such goods or any of them the same 
special duty as if the goods had been sold to an 
importer in Canada prior to their shipment to 
Canada. 

(6) If at any time it appears to the satisfac- 
tion of the minister that any person owning or 
controlling or interested in a business in Can- 
ada and also in any other country, or any per- 
son carrying on a business in any other country 
and owning or controlling or interested in a 
business operating in Canada, and by reason 
thereof is enabled to import goods for further 
manufacture or assembling or for resale, and 
while complying with the legal requirements on 
importation disposes of such imported goods, 
whether in the form as imported or as further 
processed, assembled or manufactured, at prices 
below the duty paid value thereof as entered at 
customs plus or including all charges upon the 
goods after shipment from the place whence 
exported direct to Canada, including sales, dis- 
tribution and advertising costs, and plus, if any, 
the cost of processing, assembling or further 
manufacturing in Canada, the minister may de- 
clare that goods of such class or kind were and 
are on importation subject to an additional 
special or dumping duty not exceeding fifty per 
cent, and authorize such action as is deemed 
necessary for the collection thereof. 

(7) If the full amount of any special duty of 
customs as herein provided has not been paid 
on goods imported, the customs entry thereof 
shall be amended and the deficiency paid upon 
the demand of the collector. 

(8) The minister may make such regulations 
as are deemed necessary for carrying out the 
provisions of this section and for its enforce- 
ment. 


(9) For the purpose of this act goods shall 
not be deemed to be of a class or kind made or 
produced in Canada unless so made or produced 
in substantial quantities; and the governor in 
council may provide that such quantities, to be 
substantial, shall be sufficient to supply a cer- 
tain percentage of the normal Canadian con- 
sumption and may fix such percentages.” 


(d) By repealing section eighteen. 


2. Resolved, that schedule A to the Customs 
Tariff be amended by striikng thereout tariff 
items 15, 65a, 82(b), 82(c), 180d, 186, 199g, 
208i, 21'lb, 216d, 232e, 269, 271, 274, 275, 296b, 
296e, 326c, 328, 349b, 359, 364, 386(d), 386(p), 
392a, 403(a), 410a, 410h, 410m, 410n, 4100, 
4100(ii), 410q, 410w, 410y, 412, 413, 427c, 427f, 
43le, 43ld, 43lg, 437, 438b, 438c, 438d, 438e, 
439c, 442d, 445m, 445n, 4450, 476, 539, 587, 587b, 
657, 682a, 692 and 693(iii), the several enum- 
erations of goods respectively and the several 
rates of duties of customs, if any, set opposite 
each of the said items, and by inserting the fol- 
lowing items, enumerations and rates of duty in 
said schedule A: 
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FOREWORD 


The purpose of this Appendix is twofold: 

(1) to make available in one place and in convenient form, as a supplement 
to the Budget, some of the more comprehensive economic statistics 
prepared by the Dominion Bureau of Statistics and other Government 
agencies; 


(2) to present a preliminary review of the Government accounts for the 
fiscal year which ended on March 31, 1948. 


45 


Part I 


TABLES OF ECONOMIC STATISTICS 


Some of these tables were originally published elsewhere; others appear for 
the first time in this Appendix. They were selected or designed to provide a 
broad factual background to assist in the analysis of the Budget accounts and 
proposals from an economic point of view. Each is prefaced by a short comment. 


The first group of tables (Numbers 1 to 15) relates to what are usually 
referred to as the Narionat Accounts (not to be confused with the Public or 
Government Accounts). The nature and source of these statistics are described 
more fully on pages 939 to 946 of the Canada Year Book for 1947. Broadly 
speaking, they attempt to display and analyse the income, production and 
expenditure in dollar terms of the Canadian people as a whole for the calendar 
years 1939 (largely a pre-war year), 1944 (when Canada’s war effort was at its 
peak), 1946 and 1947. Estimates for 1947 are preliminary. 


Beginning with a comprehensive statement showing estimated National 
Income and Expenditure, the tables proceed to break down the global figures 
into various segments to illustrate the changing pattern of income and expendi- 
ture and to show the relationship between Government Accounts and the 
National Accounts. 


Then follows an analysis of Canada’s balance of international payments 
and foreign exchange reserves. 


Finally, a group of tables is presented relating to senploy merit; production, 
prices and money supply. 

Notes: In preparing estimates of the National Accounts for this Appendix the Dominion Bureau 

of Statistics has made a number of revisions on the basis of later information in the figures for 


1946 and 1947 already published. These revised figures will also appear in the next issue of the Canadian 
Statistical Review. 


NATIONAL INCOME AND EXPENDITURE 


It is estimated that during 1947 the Canadian people produced goods and 
services valued at $13-2 billion, exceeding the previous year by 13%. Most of 
the increase was accounted for by higher prices and the remainder by greater 
physical output. After deducting the indirect taxes included in the prices of 
goods and services and business costs such as depreciation, the net income accru- 
ing to Canadians during 1947 is estimated at $10-8 billion, two and a half times 
as much in dollar terms as in 1939. All types of incomes shared in these 
increases. 
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TABLE 1 
NATIONAL INCOME AND GROSS NATIONAL PRODUCT 


_———— CTC ee 
—we—w—noeaeaess=$S=~=0—OoOoOoOoOoOoOoOmmowna@auamas3@»@ammmmamawmaODowTeqeoOQuouquququqee eo x=x=r:-:xy_ —E_eeEeeeSS 


Ee 1939 | 1944 | 1946 | Pretim. 


(Mitiions or Do.iars) 


1. Salaries, wages and supplementary labour income.. 2,565 4,869 5,195 6,111 
2. Military pay and allowances..............cceesees- 32 1,068 340 83 
a. SERV Te COTES Oy os wo cad Ss rd ne we eee 776 1,755 1,950 2,318 
4, Net income of agriculture and other unincorporated 

DI rn So etc. che cd Penmudiecani cle a hha 901 1,904 2,065 2,308 
5. NATIONAL INCOME (1+24+3+4).............. 4,274 9,596 9,550 10,820 
6. Indirect taxes less subsidies..............) 0.0.04. 726 1,123 1,261 1,571 
7. Depreciation allowances and similar business costs. 582 881 839 906 
i SEU ETOP OL GSUIINALE. . 6. s cece cl enceccecce te os —1 +220 —37 —132 
9. Gross National Product at Market Prices 

PEG Dn a o'v xo ole Weta Di alece sd ROR ete dee ek. 5,581 11,820 11,613 13,165 


Shown below are the ways in which the annual output of the nation was 
utilized. During 1947 government expenditure on goods and services continued 
to decline in both relative and absolute terms but this decline was more than 
offset by increased private spending on investment and consumption. Last 
year spending by federal, provincial and municipal governments absorbed less, 
by value, of the goods and services produced by Canadians than in any year 
since 1940 and proportionately even less of total output than in 1939. The 
demands upon output represented by investment in Canada in plant, equipment, 
housing and inventories rose sharply from $1-7 billion in 1946 to $2-8 billion in 
1947, an increase of more than 65%. Personal expenditure rose by more than a 
billion dollars from 1946 to 1947. 


TABLE 2 
GROSS NATIONAL EXPENDITURE 


rae 1939 | 1944 | 1946 | Prelim, 


(Mituions or Do.iars) 


—_ 


. Personal expenditure on consumer goods and 
services. . Re ERROR, Prt oS ng ae 2 hae EE. 2 3,828 6, 253 7,412 8,736 


2. Government expenditure on goods and services 
(a) excluding mutual aid, UNRRA and military 
ol eee Sh te ines hn Tepe NF IMTE |g 749 4,127 1,732 1,454 
(b) mutual aid, UNRRA and military relief....]............ 960 97 38 
3. Gross home investment— 
(a) plant, equipment and housing............... 554 756 1,321 2,042 
(b) ap Sg oie wre ) ( Se pa Ba 329 —83 387 780 
: t of services excluding mutua 
: oer 25) a ‘4 is SCE MG Se cute Siskd DRM avis wie 1,449 3,566 3,197 3,581 
5. Imports of goods and services(!)..........+.+eee05 —1,328 —3,539 —2,871 —3,599 
6. Residual ena Of eatimatay .... . >>. digas «> os 054 e+ Leeann ee aw.s — 220 +38 +133 
7. Gross National Expenditure at Market Prices 
Clot latleh-D-PU) « shapes igs» css ode gig es awa seine s 5,581 11,820 11,613 13,165 


(1) Minor adjustments have been made to the figures of current receipts and payments shown on page 21 
of ‘“The Canadian Balance of International Payments’’, 1948, Dominion Bureau of Statistics, to achieve 
consistency with the other component series. (See also Table 13). 
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PERSONAL INCOME AND ITS DISPOSITION 


Personal income rose by $645 million or 7% from 1946 to 1947, a consider- 
ably higher percentage increase in wages, salaries, farm incomes and other 
forms of personal earnings being offset by sharp reductions in military pay and 
allowances and veterans’ benefits. Transfer. payments to persons by all govern- 
ments, such as family allowances, old age pensions, veterans’ benefits and 
unemployment payments, formed about 8% of personal income during 1947 
as against about 6% in 1939, despite the decline in non-recurring payments 
to veterans which were at their peak in 1946. 

TABLE 3 
SOURCES OF PERSONAL INCOME 


Prelim. 
1939 | 1944 | 1946 | 1947 


(Minuions or Do.iaRs) 


1. Salaries, wages and supplementary labour income. . 2,565 4,869 5,195 6,111 
Deduct: Employer and employee contribution to 
social ins. and govt. pension funds.... —35 — 134 —145 —165 
2° Military pay and allowances n.27 eo. ee eee ou 1,068 340 83 
3. Net income of agriculture and other unincorporated 
pusinésssk:.-.u Fi. les tan 8 Olea cee Ries Pee ee 901 1,904 2,065 2,308 
4. Interest, dividends and net rental income of persons. 564 783 877 937 
5. Transfer payments to persons (excluding interest) 
(a) from wovernmenthn a bas ee eee oe 250 264 123 826 
(b) charitable contributions made by corpora- 
CRON. Oe 2 AIP a eA eee oh 6 11 10 10 
6. Personal Income (1+2+34+4+5)................. 4,283 8,765 9,465 10,110 


Whereas personal income increased by $645 million from 1946 to 1947, 
direct taxes fell by $10 million, leaving an additional $655 million for spending 
or saving. In fact, personal expenditure on goods and services rose by $1,024 
million, reflecting the increased availability of durables like automobiles and 
household appliances as well as higher prices. Accordingly, personal saving 
out of the year’s income declined by $369 million between 1946 and 1947. 


TABLE 4 
DISPOSITION OF PERSONAL INCOME 


1939 | 1944 1946 | Prelim, 


(Mituions or DoLiaRs) 
1. Personal direct taxes(‘) 


(a) INCOME TAXES. 0. (wn) Acid aegis eee aie ote 61 reel 711 694 
(D.) SUCCESSION CULIOS £4 jesiuals yn aco sie. sp iqgatanp ole y ale x a char? 28 40 54 61 
feyomiscellaneous (afte e. cn oe Birt ties: ene 32 25 31 31 
Pte) iret tares. ty oe ch dame tec ast 121 836 796 786 

2. Personal expenditure on consumer goods and 

services— 
(a) goods Dee A, | CARL) A OO aCe Me ae Dag 4,309 5,518 Grou 
(b) services.. ae SOR aPC Vals +09) )n) Mees chs oa ae 1,407 1,895 2,200 2,395 
(ce) net Sxpehditure abroad ..i..s.s66000 | lee ce —56 49 —6 —30 
Total personal expenditure.............. 3, 828 6, 253 Gate 8,736 
3. Personal saving— 

(a) personal saving excluding farm inventories... 274 1,800 998 688 
(b) net changes in farm inventories.............. 60 —124 —41 —100 
Total personal Saving. ..../.057...0.6002 334 1,676 957 588 
4, Personal Income (1-+2+3).........-0cecececeeee. 4,283 8,765 9,465 10,110 


ee Se es ee eee ae Oe a ey Ly ae" teres Eee ee, Bee Pe iw 


(1) Tax collections excluding $76 million estimated refundable income and excess profits tax in 1944. 
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During 1939 Canadians saved 8% of the personal incomes at their disposal 
after payment of direct taxes. In response to the appeal for savings and the 
shortage of consumer goods, this ratio rose steadily during the war years, being 
estimated at 21% in 1944. The tendency to save rather than to spend was still 
above pre-war levels in 1946, but in 1947 the savings ratio returned to 
approximately 1939 levels. 


TABLE 5 
PERSONAL SAVING AND SPENDING 


. Preliminary 
1989 1944 1946 1947 


$ millions} % |$ millions} % |$ millions % |g millions| % 


Personal consumer expenditure..... 3,828 92 6, 253 79 Wale 89 8,736 94 
Peeeena! Savile... ol ead. . 334 8 1,676 21 957 11 588 6 
Personal disposable income(?)..... 4,162 100 7,929 100 8, 669 100 9,324 100 


(1) Personal income less personal direct taxes (See Table 4). 


Per capita income at the disposal of individual Canadians, obtained by 
subtracting from total personal incomes the direct taxes paid by individuals and 
dividing the remainder by the total Canadian population, was $369 in 1939, 
$662 in 1944, $704 in 1946 and $741 in 1947. 


TABLE 6 
PERSONAL DISPOSABLE INCOME PER CAPITA 


Cae Preliminary 
1939 1944 1946 1947 

Pepilation ack fetish ist Qin y ord (thousands) 11, 267 11,975 12,307 12,582 

IPETSGnAl NL MCOIMC cle oc 50d ke oe cle dtecsren per capita $ 380 732 769 804 


Deduct Personal Direct Taxes............ per capita | $ 11 70 65 63 
Personal Disposable Income............ per capita | $ 369 662 704 741 


ee 
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ANALYSIS OF CORPORATION PROFITS 


Corporation profits, both before and after tax, were at record levels during 
1947. Dividends paid out did not keep pace with the increase in profits after 
tax, so that undistributed profits set aside during the year rose from $411 million 
in 1946 to $609 million in 1947, or by nearly 50%. 


TABLE 7 
CORPORATION PROFITS 


Ie Prelim. 
1939 1944 1946 1947 


(Mittions or Doiars) 


Corporate profits before taxes (!)...............00008 598 1,221 1,421 1,821 
Deduct eorporate taxes (?) ce severe vee. we eee eee —112 — 603 — 670 — 804 
Corporate profitaaiter taxes... . 2-04... ets seen aa 486 618 751 1,017 
Deduct dividends paid Outi) 27... 60 ssc ne os — 287 — 284 — 3840 —408 
Undistributed corporate profits (4)............020008- 199 334 411 609 


(1) Includes depletion charges and is adjusted for corporate losses, renegotiation of war contracts and 
conversion to a calendar year basis. 

(2) Taxes paid or payable in respect of the calendar year’s income, excluding the refundable portion of 
the excess profit tax. (See Table 10). 


(3) Includes charitable contributions made by corporations. (See Table 3, Item 5 (b)). 
(4) (See Table 11). 


THE PATTERN OF INVESTMENT 


Investment in plant, equipment, inventories and housing absorbed 21% 
of the gross national product during 1947 as against 15% in 1946 and 16% in 
1939. 


TABLE 8 
GROSS HOME INVESTMENT 


Prelim. 
1939 1944 1946 1947 


(Miiturons or Doiiars) 


Plant, Equipment, and Housing—Total(!)............ 554 756 gyal 2,042 
New Residential Construction(?)................. 145 157 338 466 
Otner New Oonstrictign:....wvens ose. eae on 126 189 349 556 
New Machinery and Equipment................. 283 410 634 1,020 

Dyventories—1 otal, is cote we AE aio coe 329 —83 387 780 
Grain in Commercial Channels (3)................ 127 —14 —46 22 
Harm Grain and Livestock O)2..0i seca es ee 60 —124 —4l1 —100 
AIP Other inventories(4). sul ce. seen ene cena 142 55 474 858 

Gross Home Investment (5)................ 883 673 1,708 2,822 
Percentage of Gross National Product....... 16% 6% 15% 21% 


(1) Includes private businesses and institutions, and publicly owned public utilities. 


(*) Excludes construction by Wartime Housing Limited which is included with Government expendi- 
ture on goods and services (Table 2). ‘ 


(3) Value of physical change. 
(4) Change in value. Includes privately financed industrial and trade inventories. 
(5) See Table 2, Item 3. 
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GOVERNMENT TRANSACTIONS RELATED TO THE NATIONAL 
ACCOUNTS 


In the table on the next two pages (No. 10) an attempt is made to bring 
together in one statement and under uniform headings the transactions of all 


te in Canada on a calendar year basis. (See explanatory note below 
table). 


Using the statistical methods appropriate to the calculation of the National 
Income and Expenditure (which differ somewhat from the accounting methods 
used by governments) it is estimated that during the calendar year 1947 federal, 
provincial and municipal governments took in as revenue $4,058 million and 
spent $3,141 million, leaving an overall surplus of $917 million of which $774 
million was attributable to the federal government and $143 million to the 
provincial and municipal governments. The year before the federal government 
showed a deficit of $228 million and provincial and municipal governments a 
surplus of $101 million. 


Expenditures by governments may be divided into two main catego- 
ries: expenditures for the purchase of goods and services, and so-called transfer 
payments, i.e., family allowances, old age pensions, the greater part of the 
interest on the public debt, veterans’ benefits, etc., which do not arise from 
current production of goods and services. The first category represents the 
demands which governments place on the annual output of the nation. Transfer 
payments, on the other hand, simply add to the sums available for spending or 
saving by the recipients. 


- During the calendar year 1944, at the peak of Canada’s war effort, the 
federal government absorbed 38% of that year’s production of goods and services 
and provincial and municipal governments an additional 5%. By 1946 federal 
expenditures on goods and services had fallen to 9% of the gross national product, 
while similar provincial and municipal expenditures had risen to 6%. During 
the calendar year 1947 provincial and municipal expenditures continued to rise 
and federal government expenditures to fall, so that now, as in pre-war years, 
provincial and municipal governments together absorb a larger share of current 
output than the federal government. 


TABLE 9 


GOVERNMENT EXPENDITURES ON GOODS AND SERVICES AS PERCENTAGE OF 
GROSS NATIONAL EXPENDITURE(?) . 


ed 


Prelim. 
1939 1944 1946 1947 


$ Millions} % |$ Millions! % |$ Millions; % |$ Millions| % 


Gross national expenditure at 


SRPMS TITIIOG, be oe oa be bes > 768 5,581 | 100 11,820 | 100 11,613 | 100 13,165 100 
Federal government expenditure on 

goods end ig st ee eee eee: : 225 4 4,547 38 1,094 9 616 5 
Provincial and municipal expendi- i 

ture on goods and services....... 524 9 540 5 735 6 876 7 


ee TLE IE UII EIIIEIEINIEISISSSSSSSS SSS 


(1) See Table 10. 
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TABLE 10 
GOVERNMENT TRANSACTIONS RELATED TO THE NATIONAL ACCOUNTS(!) 


Prelim. 
a 1939 1944 1946 1947 


(Mituions or Do.iars) 


GOVERNMENT REVENUE 


DirsctiTaxes—-Porsohss Sees AE es ae, dette ear 121 836 796 786 
Income and Excess Profits— 
A O95 Fg? | REM ARO ca ae SHITE ig PR Par Nr Ee 46 771 an 694 
Provaneial and Municipal <3 eins Sees Ee ee cme oe Poi Pe erba Aik hi’: gakeews leet biaee 
Succession Duties— 
Federal ee ge ea RE he AR a ee ne Rete ee AP ER eae 16 20 30 
Prowinerali de Pld cee hed Oe ET CS po Seas bere ne 28 24 34 31 
Miscellaneous— 
Pederal a eee Ae ee ee OO se ae 3 6 6 D 
Provinetal/and Municipals)... Saw<gene ss wae: Veena: eae ees 29 19 25 26 
Direet Taxes—Corporations ss: «ieee et VaR Has see 123 630 699 839 
Income and Excess Profits— 
Pedéral Gee: eek ith OA SAR ic Seine 2 ee: ee eee 98 599 668 gla 
Province allay oats es cue tals eee Aas AO ape eG: Oke at ekeete ae 14 4 ye 93 
Withholdine waxes tederale. cc 6 <> cost Sita asks «Onder net Buse 11 27 Di ag 35 
BG sVou hasten itd Res ¢s\cleres ne es Rh AO ee IG BADD ede eS MENUS Fg Gil ov aid ai oe 2 709 1,380 1,502 1,745 
Federal tied rapes cee y. ceed haces dra arrayehto ns tains Siac a ee a 310 922 957 1,136 
Provincia ana. NUMCipal os, oc aie ss eeapeietas a eoaeie cee meet er 399 458 545 609 
Investment.Ineome, «0.50 h ie deans Lee chee. ae was eee 78 306 356 315 
Béderal ejQcee3 ce Le A EOE ee EN en ane Rae —11 159 154 113 
Provincial aud Municipals: ue cards tla otra ee 89 147 202 202 
Employer and Employee Contributions to Social Security and 
Pension Funide aes od icc scm eck Src ieee akin censor vere er ee 35 134 145 165 
Federar as. ofa) ad Sar eins Set ee oe eo komen Rn a ne ea 6 ee 80 95 
Provincial ‘and: Municipal... <ge es ak een oa Be 29 57 65 70 
Transfers from Other Governments— 
Provincial and: Municingl 22. «ca bocn ce ee ee ee 83 159 164 208 
Totahkevenue #406 lo PROS, on Ae RE a ee eee 1,149 3,445 3,662 4,058 
OCC ral dans Bos pace ees chalets de Ce eRe Ch tee vin ache a 463.|. 2.577") 2,625 2,819 
Provincial anc MuUnic pal son tec eet eon Beer eee Ce tone mea 686 868 1,037 1, 239 
Delitit.(or surplas—) ja es. . 1. dees ob as bs ee pee bas 54 | 2,610 127 —917 
Federal. a ne eer) ie A RS RNS Be OTe Se: Het 2.1 2,760 228 —774 
Provincial Bl WLENIOIAL 7 cad teak lc Oe eh ets oe an aie oe 52 —150 —101 — 143 
Total Revenue plus Deficit (or minus Surplus)................... 1,203 | 6,055 | 3,789 3,141 
Hoderatn. Ow... eran EN ets tars. ete Sc aussclb 'a fok ts Re ear RY Su 465°] &,387 | (2.883 2,045 
Provwingial and) M unisapalet ics, acusasiuniate emer se are tomate 738 718 936 1,096 


(1) This table is designed to include only those transactions which have relevance for the national 
accounts, and consequently the surpluses or deficits shown here do not agree with those shown in the 
various public accounts. _It has been necessary to adjust the conventional accounting statements of fiscal 
year revenue and expenditure to exclude purely bookkeeping transactions as well as the purchase and sale 
of capital assets. Extra-budgetary funds such as unemployment insurance, workmen’s compensation and 
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TABLE 10—Concluded 
GOVERNMENT TRANSACTIONS RELATED TO THE NATIONAL ACCOUNTS 


eee 
eet 


aoe Prelim. 
1939 1944 1946 1947 


(Minutons or DotiarRs) 


GOVERNMENT EXPpENDITURE— 


i nenaMy Seem hia. 20) aE ty 3e. fad. BAsligine ene < 749 | 5,087} 1,829 1,492 
Federal—excluding mutual aid, UNRRA and military relief...... 220 18,081 997 578 

_ —mutual aid, UNRRA and military relief...............]........ 960 97 38 
Meseancial And orniionnel 2 fe sf 25 kW al. & RURR ChE 524 540 735 876 
SEER OPA GS 00 Se ence ck, Sues Lee ck ahcrv hf ies Bo dina hie Dh a 388 552: 4,555 1, 267 
oy ON ON aR Se ee ERE TSE eR 175| 380] 1,359] 1,052 
Proven! and Municipal p20) os as oe 213 172 196 215 
SOT I ue a Bi COSTER OP iS eens ete: eens Tun gas Siem —17 257 241 174 
Federal 2 PELE AR ASS GEREN Aone ORI: preeaien bnae Crd Pe RED paneer Ce tee eae —18 251 236 169 

CENCE OES TS te RRC a AR COREE DAD PGES. RS MII: 1 6 5 5 


Transfers to Other Governments— 


LO y= SR TE ne ae Pe” Ce te: eee, een Oe oe, ee 83 159 164 208 
Se SRE CT) LCE y Bee ee OREO eR ae Ee een re 2 bs re oe ts 1,203 | 6,055 | 3,789 3,141 
CN i ESE Si eT. SO OR Oe A eR SU RS. Pee ere 465 1. 5,387.) 2.853 2,045 
PPG IRGIAT Stud BAUNIDINAIS Ps As eee ol is i iiles ETERS aha bees 738 718 936 1,096 


pension funds have been added, and surpluses or deficits of Government enterprises are likewise included. 
In the federal accounts some of the more substantial adjustments are as follows: addition of national 
defence recoverable expenditure, allocation of war refunds to prior years, adjustment of corporate taxes 
to an accrual basis, elimination of sales of war assets to business, and elimination of British Common- 
wealth Air Training Plan write-off from expenditure. In addition the federal figures have been adjusted 
to a calendar year basis by using the monthly figures published by the Comptroller of the Treasury. 
Government loans to foreign countries or accumulation of gold or foreign exchange are not included with 
government expenditure. 
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GOVERNMENT SURPLUS OR DEFICIT IN RELATION TO SAVING 
AND INVESTMENT 


The following tables are designed to illustrate how investment expenditures 
during the four years 1939, 1944, 1946 and 1947 were financed and the changing 
position of governments in the balance between saving and investment. 
Whereas in 1946 federal, provincial and municipal governments together spent 
more than they received (see also table 10), thus adding to the total demand 
upon the national output, in 1947 revenues of all governments exceeded expendi- 
tures by $917 million, thus supplementing the savings of individuals (which fell 
sharply in 1947) and businesses and offsetting to some degree the inflationary 
pressures in the economy. 


TABLE 11 
SOURCES OF PRIVATE SAVING 


1939 1944 1 
(Mititions or Do.iaRs) 
FErsOnal Gav Lippe ce ,\. i302. cots ieee caine sae eam 334 1,676 957 588 
Undistributed corporation profits.............0.008. a 199 334 411 609 
Undistributed Wheat Board profits... ecan nes cmeels Han oes —19 37 67 
Inventory revaluation adjustment(!)................. —56 —2 —8 —18 
Depreciation allowances 6 i000) de AG hae 582 881 839 906 
Residual error otestimate(?). . ac d.55 vec calp uae ees —1 +220 + 337 —132 
ATS ON eee ccs ee wt Re ante: > g SOR gaia oe en 1,058 3,090 2,199 2,020 
(1) The adjustment has been made only to grain held in commercial channels. 
(2) See Tables 1 and 2. 
TABLE 12 
DISPOSITION OF PRIVATE SAVING 
Preliminary 
— 1939 1944 1946 1947 
(Millions of Dollars) 
Gross Frome Investmenty cess vt. ts speedier ees 883 673 1,708 2,822 
Net increase in foreign assets (including foreign ex- 

COBALG) AATsted()) hare. co wey at ee 121 27 326 —18 
Government deficit (+) or surplus (—) (°)......... 54 2,610 127 —917 
Residval errorcof estimate ye Ro ae an ie Ak Ee Be — 220 +38 files 

ABT coe sh eM erate ky ce at eee da eee 1,058 3,090 2,199 2,020 


(1) See Table 13. 
(2) See Table 10. 
(3) See Tables 1 and 2. 
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CANADA’S BALANCE OF INTERNATIONAL PAYMENTS 


This table and the one that follows are designed to display the principal 
features of Canada’s international balance of payments on current account and 
the related changes in the capital items. 


Adding together on the one side the value of exports and other current 
receipts from abroad and on the other side the value of imports and other current 
payments to the outside world, Canada’s international accounts showed a small 
surplus during the year 1947, a deficit on current account vis-a-vis the United 
States of some $1,138 million being balanced by a surplus vis-a-vis the rest of 
the world of a somewhat larger amount. The year before—1946—there was a 
surplus on current account of $357 million. The reduction in the current 
balance is accounted for principally by a very large increase in the value of 
imports from the United States. 


TABLE 13 


CANADA’S NET BALANCE OF INTERNATIONAL PAYMENTS ON 
CURRENT ACCOUNT 


eee Preliminary 
1939 | 1944 | 1946 1947 
(MILLIONS OF DOLLARS) 
Net Batance— 

te SUMNER SBS ha ats Ee 8 bys, obintre- emcee oii 377 2,032 667 287 
U.S.A.excluding non-monetary gold.......... —128 331 —430 — 892 
non-monetary gold... ..... vsti. OF 184 110 96 99 
UB and ‘other Empire! ids a). lend eeveoes 259 1,774 628 774 
MLbat Count IO’ 4. ka sed nk desiaals ald ee 62 87 373 306 
Piterere ane: Dividends: yo 24. os be ows —249 —193 — 248 —273 
De cee PET ok oe RR Cee oi Ae EEN E a ee —193 —161 — 209 — 238 
tek. Bnd Ober Ham pire.: voc... bods eee kes ve — 75 — 47 — 46 — 40 
LEER STE, CTE” aS en a oa a ae 19 15 ri 5 
Tourist Trade Sie? //4 Me PCORUUP, DS FATS ot 68 61 86 78 
TEs e Set eetardh: « Gass ae uw ste'« tb GY Se UA aah mi Sts 70 61 86 83 
Ure Aut OLner Des sence eee lesser. a ei Se eres — 4 
Cae A Ont iGe 9 a: inl ceed vc 4 Kaaboreetpein car oes + ea Oa RS ees Pe eas — 1 
Prrnens Bird PO DINE.. <20 ok os eo a v0 ka denies aa et ba — 17 70 92 46 
WS Sass arc cie iis aude cc chia ae ers b ete ate sor So — 15 — 73 — 68 —115 
UK. ancrothar man es ii cove wow dre sae0cs 4 136 103 112 
CSTer CL ANIET IOS. 6 ore td ceburea ded sine — 6 7 57 49 
PA Cie CPANAROEAONG: . 6 is aus ao bids es See Ole — 53 —1,222 —143 — 53 
yas. be ® cee ta toatl eats wees tide Secs 5 — 34 — 237 — 88 — 75 
To. Fa AN OUST SUTNDITO, oc e terdes ve cemnns — 8 — 984 — 16 30 
CRIME CUNEO, AEE WET SNA So da von nmaal ss — il —- 1 — 39 — 8 
Total current balance (unadjusted)............... 126 1,018 454 85 
WEAR. . oP ccs ala we sabtes oiaand etrlens See oe Ooo ss eS —116 31 —613 —1,138 
Bieta and Othe TINhire. .. ccs cevncseseneens > 176 879 669 872 
Bretane «OUR SIEOR . t. nchn. Ode i> 59 40s eee eee 66 108 398 351 
Tee eee ce Aide, Dic, Fes deaths Bb0.5 cduancd abet cetss+>ebeweaes — 960 — 97 — 38 

Total increase (1) in foreign assets (including 
CONES SOOO) oa oo oly bike an nd ane mene ss 126 58 357 47 
Adjustment for national accounts................-. 5 — 31 — 31 — 65 
ASS OSUR: LUA OP Jari, ch kan Gedgcn dean’ «2 Res ae 121 27 326 —18 


a RE ek ee, EL ee ee mam 


(1) Other sterling area countries are included with U.K. and other Empire for 1944, 1946 and 1947. 
(2) See Tables 2 and 12. 
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During 1947 the Canadian Government financed the purchase by overseas 
countries of goods and services in Canada to a value of $563 million (apart from 
official contributions such as UNRRA) while other capital transactions resulted 
in additional net lending abroad of some $228 million. Since there was only a 
small current account surplus (see table 13) out of which to finance this lending, 
reserves of gold and U.S. dollars required to be drawn down to the extent of $743 
million. 


TABLE 14 


SUMMARY OF CANADA’S NET BALANCE OF INTERNATIONAL PAYMENTS ON 
CURRENT ACCOUNT AND RELATED CHANGES ON CAPITAL ACCOUNT 


Prelimi- 
_— 1939 1944 1946 nary 
1947 
UNITED STATES AND OTHER NoN-EMPIRE COUNTRIES (Minitions or DoLiaRs) 
Net balance on current account— 
SAL BCR RE RES BR a ee oc) ee —116 + 31 —613 —1,138 
CHER ot eee os Pe Thine eer earn: + 66 +108 +398 | + 351 
Total (including Mutual Aid, UNRRA and Military 
Relief). 3. jdaees an sceed Rveee San meremy bene aioe eee — 50 +139 —215 — 787 
Related Changes on Capital Account— 
Net New Issues (+) or Retirements (—) of Canadian 
SOCuUritiosus eM Mey ORR ee Oe nar ieee + 24 — 74 — 238 —231 
Net Sales (+) or Purchases (—) of Outstanding Securities. + 87 +225 +274 + 4 
Export, Crédits and InténingAdvancess). << dichiadun onceveeilee eae oaee bien aaeons. —210 — 140 
Other: Net Capital Movements:: s\<.seediererth ed ceases " —164 + 77 + 77 — 54 
Mutual Aid!NRRA,i Military Reliei... 25sec ed _ —126 — 92 — 38 
Special Receipts of Convertible Exchange from Sterling 
ATOR SPUR BGS PE MEW 6 Se ie a Oa, hia Uh ee plo + 2 + 55 +150 +505 
Decrease (+) or Increase (—) in Canadian holdings of gold 
and ‘US bolars. tsa le sia eee ee, eens ee (1) —278 +251 +743 
Balancing Item ®).../3. 08898. 3 3. Be ck area +101 — 18 + 3 — 2 
otal Wit: « 2) scenes.) sack ae Mon eee. alee am + 50 —139 +215 +787 
© Included with ‘‘other net capital movements’’. 
2) Includes multilateral settlements (in 1939) and errors and omissions in all years. 
Prelimi- 
— 1939 1944 1946 nary 
1947 
UniTep KINGDOM AND EMPIRE COUNTRIES (Mituions or Do.iars) 
Net balance on current account— 
United is inedom.us. ved s aa Ot cee or ae eer +137 +746 +500 +632 
Other Empire Countrigscos.. 2. ch orca eae eee Seen + 39 +133 +169 +240 


a otal ineluding Mutaal Aid)? 2 os... aces doce eae +176 +879 +669 +872 


Related Changes on Capital Account— 
Net New Issues (+) or Retirements (—) of Canadian 


PODUPTEICS 5. ng (eT emer cee cr See aT cn ede ie ete —120 — 34 — 77 — 41 
Net Sales (+) or Purchases (—) of Outstanding Securities. — 5 — 27 — 54 — 9 
Loans and dnterimn Advances... :44 acts ccc. dt tee | eellate eee em — 652 —423 
Repay mietits;on 1943 (Uh Loan. | ae csc ere ee eel ee + 57 +89 +104 
Other Net Capital Movements..................0.00cc00 + 42 + 2 164g Wess oa Seite 
ay ater PASTS 5 23 6s sv thieh ens ne gl Ae a Se Eee ana On nied Ree — 834 sani | ey Col teed ee 
Special Receipts of Convertible Exchange................ — 2 — 565 — 150 —505 
Decrease (+) or Increase (—) in Canadian holdings of 

ine) A Nh Nee SOE Ce 2 TR Or einer AL LIME: CE Soba cnt bd det int oN > + 4 + 15 — il 
DAlANCIA GT eta). oh fms aii. ot ie cane eee Ore ae ee — 91 + 8 + 1 + 3 

FOUL Tee crene ts hi tae < tea etal | Lik Seen ee pn mean ee Be AR —176 —879 — 669 —872 


© Other Sterling Area countries are included with Other Empire countries for 1944, 1946 and 1947. 
®) Includes multilateral settlements (in 1939), and errors and omissions in all years. 
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FOREIGN EXCHANGE RESERVES 


Canada’s holdings of gold and United States dollars at the outbreak of 
war and at the end of each subsequent calendar year were as follows: 


TABLE 15 
HOLDINGS OF GOLD AND U.S. DOLLARS 


P.E.C.B. Dominion : 
ee Ciceaonant Private (!) Total 
(MiLi1ons oF DoLiars) 

SS Oe ee, See: ae ee, aces 238-7 22-4 132-0 393-1 
ES oe OR Pe a a (ROE D Ss Oe See bshetim oe: 272-8 33-4 98-0 404-2 
A ot gcot gia EE PIO A ibe aie SI Mi ep Pe 309-3 20-8 2-0 332-1 
Doran. sae tangy. 2) SOI a a ene. 164-1 V7 FG ia heel ca a erie 187-6 
yey RD de tc ee A ns ee ea 242-9 OG: oy dont are ee 318-5 
See er hd dn eect ee eer ee 573-2 ROS alone Heer 649-6 
oP eh wos WP a ee eee. 800-1 102) Pe eee eee 902-2 
i foc FE nd ge i heh a ee 1,275-9 232 shee Hein cohen, ee 1, 508-0 
fo Ne EE ledge RS ey! Re OP gap, SE et a i dos DISCO ccc iene ee 1, 244-9 
a. Le! LE ey gel an I SN kh Oe 458-4 ARGU WES Dat eee 501-7 


(1) Exclusive of working balances. 


EMPLOYMENT 


Since 1939, the Canadian labour force has grown rapidly as a result of 
natural increase, immigration and the high wartime demand for labour, the 
effects of which are still perceptible. During 1947, employment continued at 
high levels, dropping slightly in February, 1948 because of seasonal influences. 
Unemployment has recently remained at the low level of approximately three 
per cent of the total labour force. 


TABLE 16 
ESTIMATED CANADIAN LABOUR FORCE AND EMPLOYMENT 


June 1, June 1, June 1, | May 31, | Nov. 8, | Feb. 21, 
1939 1944 1946 1947 1947 1948 


(THOUSANDS oF PERSONS) 


Total Population 14 years and over..... 8, 294 8,885 9,093 9,225 9,298 9, 343 
Total Labour Force, including Armed 
ori) Sat... 1.<.0beE. sb. BSR 4,668 5, 304 5,036 5,040 5,062 4,943 
ATTEN OFGRS)). sdoss essa tee omens os 10 779 122 BD 33 34 
ON, Li DOUU ALOT COasecnaesecnnpenees 4,658 4.525 4,911 4,995 bz, 4,908 
MMO, oc: 3. ec ateaeon ee © ares 3,763 4,443 4,785 4,904 4,930 4,752 
Nonagripultural 2: . ..... 0.4 65 +6: 2,483 S.2p7 yaa Wl! 3,741 3,862 3,787 
EMT APMNUOTEL 5 0c ereen divs cd av ee 1, 280 1,186 1,274 1,163 1,068 965 
Wagmniayed. ..: Fis. ~.+> <b «os 895 82 126 91 87 156 
Persons Not in the Labour Force....... 3,626 3,581 4,060 4,195 4,248 4,401 


Nore: The estimates for June 1, 1946, and later do not in all cases agree with the estimates shown in 
the labour force bulletins of the Dominion Bureau of Statistics. To take into account the fact that the 
labour force surveys do not cover approximately 100,000 persons living in institutions the number of persons 
not in the labour force has been increased correspondingly. Similarly, to take account of the omission 
of Indians living on reservations and persons in inaccessible areas, the nonagricultural employed and persons 
not in the labour force have both been increased by 83,000. 
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PHYSICAL VOLUME OF INDUSTRIAL AND AGRICULTURAL 
PRODUCTION 


The following tables are designed to give an approximate idea of the physical 
volume of industrial and agricultural production. They show an increase during 
1947 in the volume of all types of industrial production and some decline in agri- 
cultural output partly attributable to less favourable weather conditions. 


TABLE 17 
INDEX OF PHYSICAL VOLUME OF INDUSTRIAL PRODUCTION, 1939-1947 


SEASONALLY ADJUSTED, 1935-9=100 


Non- 
Durable : 
ae Manufac- | Durable Electric 
adie 4 Total Mining turing | Manufac- ey 4 I © | Power 
tures 

DOGO ss shes Mkt. ah ekeeemets disks ¢ ane hens ee 109 118 108 108 108 108 

POAC hes ley Mic Gainey enc caurcme ARMS Ca Gets bie 130 127 132 121 152 115 

BEA ed ois GS EN. b's ce tea Ae oes Ne Toh 135 164 140 205 128 

PO eres He eh wind RRR RNs tones «ators Mae ees 185 130 200 154 276 142 

1943¢ 2000 anes cee ote eee? 199 118 217 167 302 155 

1044 aie Ai faa eae ada ede tet aR 199 106 220 173 299 155 

TO Pek as. oy iio a Bs cree ae at 176 102 192 170 229 154 

TO SC ere ois vx sik Se po ne ae ee eae 159 103 169 163 179 159 

194 RN ciel ak vee ee Se te 176 113 187 174 208 172 

1947, by months— 

SPREE IA 2, RI ce Me aed ce rR 174 110 185 174 203 171 

NWODEUATY (y: 3 0s Cogan ee eR eheits 2 carte 176 107 189 175 212 173 

Marehis tS eh OE a. 177 113 189 177 209 174 

(ATIEU ji pok  cecanen se preniaets lower ae > Aes 178 115 189 179 206 175 

NE ERE SN daies td See URE or cP Re OR eae Rte 175 112 185 175 203 180 

sane akin, eA: ON LL ee 176 115 187 174 209 181 

salys eh oe OA sc eo te dees 171 111 181 168 202 184 

ANGUS aces Seen ORs eee Ca eS 168 109 178 169 194 174 

Septem Derie...weees t ckuwekisiun ae 175 110 187 173 210 171 

OGbO DO es 2.0 Sa ena Dee oa ERS 179 116 191 176 218 169 

INGVeNEDOr o. . acres aes ons cee 178 115 191 176 217 156 

WDeGern iG iinet on wis i Wiaetens eee ee 179 119 191 175 218 161 

1948, by months— 
BANUIAEY Co Te ee ctl None eee 178 118 189 176 212 166 
H ODEUGT Mie teh, ccc et ee 182 123 194 182 216 162 
TABLE 18 
AGRICULTURAL PRODUCTION 
— 1939 1944 1946 1947 
(MILLIons) 

ARGUING 565, < aby eres enced OAM oe re See ince «es eri (bush.) 621 417 414 341 
Datineins. 2), i. gene Ree abe Ret Stk valli in, ce ctae. (bush.) 384 500 371 279 
Barley 22) 2ene, is Bad Tae Peake «NR tal: he AGA ORE Aegis (bush. ) 103 195 149 141 
Bye. Daz seed miser ora atl old os dg oe (bush. ) 62 76 68 60 
Shelled corn, buckwheat, peas and beans, dry......... (bush.) 18 20 20 15 
Potatoes and turtipawht .¢ivesere.yein Tbe 2 poe 468 (tons) 4 4 4 3 
Hay and clover, alfalfa, fodder corn, grain hay.......... (tons) 22 25 28 24 
Tobacco..... SSUES PAS OES gel 75h oo Oe LN (ibs.) 108 105 141 116 
Millemprodudtion Juve “let 00. lw Wa. . ae (Ibs.) 15, 781 17, 624 16, 956 17,214 
Meat-productiont evr Jaen) jeer sages oor al aoet (lbs.) 1,490 2,729 2,350 2,220 


a eR PE a a ee Se a SN a ae {ols clare ret tN te eA el ald salle decal eth 5 gh le oe al 
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tee Te OTT OzI seseeeeees] gy OLT seeseeeesel ggg 981 seeeeeeeeel yoy Icl EERE NT 
00T OTT OéI POT S61 col 80T G06 98T 90T 89T | ia Neate regia Reed? AIVNIGE 
00T Ott Oct e0r c61 T9T FOr OIG 68l FOT 69T Se ee ee or eg Arenue(—gP6T 
OIT CIT 0GT cot 161 6ST €0l L06 6LT FOI LOT ES hee ee IOq WIGI9(T 
0OT SIT 0ZT cOl 061 LST cor €06 PLT s0T GOT i ea) Caer eet cea 19qWSAON 
OOT SIT OZT au 68T rt St) AOL G0G TLT TOT ai SS, lt, i pg ere TOGopO 
0OT FIT SIT TO 88T 6ST | 001 P06 GOT Tor P9T Be eS a ie ae ee Jaq u19zd9g 
OOT Tit sit GOT 98T 9FI 66 L61 T9T 00T O9T moh yee ge a Oe qgsnsny 
(1) 001 OIT SIT (1) 201 SST ctl (x) LOT 661 O9T (1) TOT 8ST “| Paes ae ea ie aes pe Ajne 
OIT 60T sit €ZT 98T eal 6IT T6I 8gT FEI LST ee ee ot eee, 5, Pee eter ad eune 
601 601 SIT TLT SST OFT 0<cT 88T Got vél 9ST SES Ree ig, es - Av 
901 601 stl TILT G8T LEI FGI 88T oST zal 9st Pe ices ke ee hee [dy 
90T 601 elt OLT FT cel Sol 061 6FT zal OST ihe eg oe es Gorey 
901 601 €IT TLT 681 eat ica G8T L¥I PET est Bee See ee ee ee age AIENIGA / 
g0T 601 ell PLT 6LT GET ical vst OFT vél est a ere, ee Avenue —LF6T 
Pee eee Ill LIT reeeeeseee] gy FFI ceseeeeees| pey 09T rs eT 9eT cee TS, 
GOT 60T él ELT O9T 961 Gol 09T OFT zal 6éT Pee ween S Se ae ka 9F6I 
FOT 801 raat vLI OFT eat 961 6éT Sel FEL 8cl 7 OE as (tela i ale aR Ah? Sr6l 
s0T sol agi elt 6éT Gol ica 9&1 Tél G&L 9cT SS Sea ae aie ear SS aes Pr6l 
€0r 801 agi 9LT O&T ira! Sol 8éT Tél Tél ical Be eS ce Soe nae a oes ePo6l 
SOT 601 Til 006 Fl iat 6IT ical Lol GET Lit ee a ai eet ae te en oP6l 
£01 90T 601 S8T 90T 9IT <a 90T Ott T&T GOT 5 areca Nee ee i we A Crete bce 161 
€or GOT 90T ert oO 601 Tél 16 901 TéI 0OT ARES CRIS AER oy BE? one lh OF6I 
cot FOT FOr 201 TOT TOT FOr G6 101 vor 66 21) ED Ee SRP NMR oe Ey AS 661 
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MONEY SUPPLY AND RELATED BANK ASSETS 


The following tables are based on a new series prepared by the Bank of 
Canada. An explanation of the method of calculations is given in the Bank’s 
annual report for 1947, pages 31 to 35. 


It will be noted that the money supply, after rising steadily throughout the 
war years, levelled off during 1947. 


TABLE 20 
MONEY SUPPLY. AND RELATED BANK ASSETS 


December 31, March 31, 


Money Supply 
1939 | 1944 | 1946 | 1947 1948 


(Mituions or DoLiaRs) 
Currency Outside Banks— 


IND tS os Ce et sc eee ard a ae a a tac 247 930 | 1,031 | 1,046 1,032 
Colne re 2), . SL Gh ae, 2, Ue Re, 8 Ofna, samen tars ee fra a 34 60 65 66 66 
Lotal Carrency 2c ves: Sce sos sap eee 281 990 (1,096; -1, 492 1,098 


Bank Deposits— 
Chartered Banks 


Dentan dag ise et A hae tee 2 Ae oe eee COD 1,862 2,291 2,296 2,201 

Active Notice, Oe hace on cath sh Seen A eee ee 197 363 614 597 629 

Other (excel Dominion ‘Govt:)@ 2. <3 .2e8. ee ee 157 153 229 233 263 

Potal! . iG ah Sh oc FRR Se ee ee L207) B2 S78 tes 132.) eons 3,093 

Deduct Floto nS x... 0 OD — 1386 — 243 — 3828 — 3862 —345 

INSET Otel ak ket tals ee eee ioe ht fe ae 1,070) “23185 Wi 23806 |e 25764 2,748 
Bank:-of Canada Other’ * Deposits 5a eee 18 28 94 68 87 
Totgiibank Deposits. sevecwonn's Geese merits pee 1,089 4 423163: 102. G00") 125 e59 2,835 

Money, Sapply onc Anes so ae oo ee ie oe 1,370 | 3,153 3,996 | 3,944 3,933 


{© Note circulation of Bank of Canada and chartered banks, excluding notes held by chartered banks. 


a ms Subsidiary coin issued by the Mint less coin held by Bank of Canada and chartered banks in 
anada. 


(3) Chartered banks’ public demand deposits in Canada. 


(4) Chartered banks’ public notice deposits in Canada other than estimated aggregate quarterly 
minimum balances in personal savings accounts and non-personal notice deposits. 


6) Chartered banks’ Canadian dollar deposits of provincial governments, Canadian, United Kingdom, 
and foreign banks. 


(6) Cheques on banks as shown in chartered bank month-end returns to the Minister of Finance. 


Bank of Canada Other Deposits as shown on published month-end statements—i.e. excluding 
Dominion Government, chartered banks and foreign deposits. 
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TABLE 20—Con. 
MONEY SUPPLY AND RELATED BANK ASSETS 


{Apgar 6 aS Se eet Sn aera ACS RSE Sr SSS SSS SSS SUSE eer a ee 
SST SS SLY RTS Gen ae ac cen easement teem ae teen eS ES A I TE TIE TIE TEI EAA IEA ISOS OE TET a A 


December 31, March 31, 


RELATED BANK oF CANADA AND CHARTERED BANK ASSETS 
1939 | 1944 | 1946 | 1947 1948 


(Mituions or Do.iars) 


Dominion Government Securities, Gold & Exchange— 


Bank of Canada, Gold & Exchange ®)................. Bd Tee et a os eee Caen: Rao ae 
ra mocurities (2h ia ede. Se ae 425 Zod 1,476 811 1,068 
Other Dominion Government Securities— 
So ENS Se Pe ee ecient cots Sia ct eae as foe | ao P So d4a0l acrie 3,512 
Wareoryesionn AdvancssiGU i500 fli dae a DR ay TR. cE eR Mee oe 
APRN ec AD ore ce ORE RAUTIAG © chk cn vo canes ote e 752 22 8, 145 3,718 3, O12 
Total Dom. Govt. Securities, Gold & Exch............ 1,467 | 4,598 | 5,221} 4,529 4,580 
foeiuer Pom taoihe Deposiise re Se cw baw ee cee —145 —720 — 366 —272 —111 
INeag “URS oe ee et On ee a re. een, See eaZ2 3,878 4,855 4,257 4,469 
Allothernwoans and investments) fs, cess. «cree > aahere oa Ahoy 1,593 2.207 3, 084 3,000 
Deduct Inactive Notice Deposits) .......... 0.0.0... 08s —1,544 |—2,060 |—2,856 |—3,143 —3,298 
TMotal Belated Bamk Assets. oi... ciciieccsssic cle ocassees ncn svsieoncon 1,545 | 3,411 | 4,296 | 4,198 4,171 


(8) Bank of Canada gold and foreign exchange holdings less the amount of foreign currency deposit 
liabilities. 

(9) Bank of Canada and chartered bank holdings of Dominion Government Treasury Bills, Deposit 
Certificates, Treasury Notes and any other short term issues sold direct to bank of Canada and chartered 
banks. 


(0) Bank of Canada and chartered bank holdings of Dominion Government direct and guaranteed 
securities other than those shown as banking issues and exclusive of any temporary advances in connection 
with purchase of Victory Loan issues. 

(11) Chartered banks’ temporary advances to the public in connection with the purchase of Victory 
Loan bonds at time of issue. 

42) Canadian dollar deposits of the Dominion Government at chartered banks and Bank of Canada. 

(13) All loans in Canada of the chartered banks other than temporary advances in connection with 
Victory Loan issues, plus chartered banks’ holdings of provincial, municipal and “‘other’’ securities, and 
Bank of Canada holdings of Industrial Development Bank capital stock. 

(4) Estimated aggregate minimum quarterly balances in chartered banks’ personal savings deposits 
in Canada plus non-personal notice deposits in Canada. 
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Part II 
REVIEW OF GOVERNMENT ACCOUNTS, 1947-48 


SuMMARY OF REVENUES AND EXPENDITURES 1947-48 


1. It is estimated that total taxation revenue for the fiscal year 1947-48 
will be $2,542,031,000, a decrease of only $5,830,000 from the previous year. 
Taking into account non-tax revenues and special receipts and credits (which 
were substantially lower than in the two previous fiscal years), total revenues 
were $2,869,409,000, approximately 5% lower than the previous fiscal year. 

2. Expenditures, on the other hand, declined by $434,776,000. Ordinary 
expenditures show an increase of $146,310,000, but this was more than offset 
by a further substantial drop in expenditures attributable to the war and its 
aftermath. 


3. The net result was a budgetary surplus, or decrease in net debt, of 
$669, 958,000. 


SUMMARY OF REVENUES AND EXPENDITURES() 
(Thousands of Dollars) 


Esti- 
a 1943-44 1944-45 1945-46 1946-47 mated (2) 
1947-48 
$ $ $ $ $ 

Ordinary Trewenues.a.4.o 7.05 eas sata eee 2,570,094 | 2,300,097 | 2,363,162 | 2,588,531 2,630, 219 
Capiialretunds Soterr ct ene ee aes 93 . 728 376 110 62 
Special receipts and other credits........ 194,831 386, 509 649, 647 419, 235 239,128 
Total revenues.............. 2,765,018 | 2,687,334 | 3,013,185 | 3,007,876 2,869, 409 
Ordinal expendimires, <a: basaie sees 24 630,381 767,376 | 1,061,902 1, 236, 235 1, 382, 545 
Caniialexnendiiites ion. 40. fic. see te & 2,622 3,164 4,508 a) 16,461 
War and Demobilization expenditures....| 4,587,023 4,418, 446 4,002,949 1,314, 798 634, 668 
Specialexpendiures- vcs csc ta: cee ae 37,496 7,506 17,358 31,926 63, 540 
Government Owned Enterprises......... 07 1,358 1,334 10, 682 18, 697 
Other charges: . fi P0G. ALAR eI 63,425 47,762 48,177 29,386 83, 540 
Total expenditures......... ei Bi pB2Z2 254 We Be245, G12.) 5, 1862281) 208d, Bay 2,199,451 
Surplus (+) or Deficit (—)............ —2,557, 236 |—2,558,278 |—2,123,043 |+ 373,649 |+ 669,958 


(4) For the usual detailed tables comparing revenues and expenditures as estimated for the fiscal year 
1947-48 with actual revenues and expenditures for the preceding four fiscal years, see pages 


(?) The Government’s fiscal year ends on March 31 but the books remain open for some time thereafter 
in order to record expenditures made to April 30 (as provided for by section 32 of the Consolidated Revenue 
and Audit Act) and to provide for adjusting entries. Final figures for the fiscal year ending March 31, 
1948, are not yet available, and the figures relating thereto appearing in this Part must be regarded as 
preliminary. 


ANALYSIS OF REVENUES, 1947-48 


4. Although the final figures are not yet available, it is estimated that 
grand total revenues for the fiscal year 1947-48 will reach $2,869,409,000. This 
indicates a decline of $138,467,000 from the previous year. The overall revenue 
total in recent years has included varying but substantial amounts of special 
receipts and credits arising out of bookkeeping adjustments of war and other 
expenditures and reflecting also the sale of war assets. These special receipts 
and credits, which are largely non-recurring, showed a sharp decline in 1947-48, 
which more than accounted for the decline in grand total revenues. Ordinary 
revenues, which reflect more accurately the Government’s cash revenue, 
amounted to $2,630,219,000, an increase of $11,488,000 over the previous year. 
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ANALYSIS OF REVENUES 


(Thousands of dollars) 
Tf ll)... 00 


ems t Change from 
1947-48 Percent. 1946-47 
Direct Taxes— 
De ASTRO TAY, oh cn tae sunr> con vk « Kadi ic DW laws artsavierteone . 659, 828 23-00 — 34,702 
UMN MPCEC UTM TK ie. ek ct ee ocs cc taseee stele. 364,131 12-69 +125, 339 
camer Wis Gah A ae oD, 24, . os lass. doo Cot tb ou 227,030 7-91 — 221, 668 
SEC Oo at cate USew. | ode ae. OM 66,717 2*o2 + 13,005 
RUA L EO G AL ORB. oi Ss x ae Sharia «exe oh edakbe de 1,317 5706 45-92 —118, 026 
Inpirecr Taxrs— 
Customs Duties ee ee Pe Os CERO TR: |, See ey Aes ae Sa 293,012 10-21 + 55,657 
Excise GIN ie ADE CUAL TS ooh y stare vss ce oe ocean Oe 196, 794 6-86 =" 750 
Excise Taxes Ra oy CL ei aie GPR en Ned 4 9 Ae oe 640,758 22-33 + 61,734 
Cmenandwect)] aes... 14) i. td «caiddstehicemtias hasmd. Gas 35/6 0-13 — 5,945 
Pini) Tcvreob: PAkes. ).\6 Chee, See Sree ne ae 1,134,325 39-53 +112,196 
Non-Tax Revenves— 
eee TELE hs WAAR. DEAL A metres Adler Rec Jie ee GS AGN geeky 77,758 2-71 + 4,780 
PO TUN SOT ie MMAAS LUA OILS oo meiabirs- conus hee de eet scot save n 75, 800 2-64 + 6,361 
Otiner’ Non-rax’Hevenues! 25/02. 21) FoR A... TOI LE, 24,630 0-86 + 6,177 
(Lote) Dion= ax) MeVenues, 2..2:.W8.. aches a8 0883 0/33) 178,188 6-21 + 17,318 
Srecran Rwowipra ANDi CREDITS) {f0i. fea dell hh oe asa eek 239,190 8-34 — 180,155 
RE SEA LL EC ENCES Cia al cea pe tests coe ee 2,869, 409 100-00 — 168,667 
Less estimated amount of refundable Income i 
and doxeeds: Pip iite (hazoacn Alin Sins eet Bolotnesa bere ee as 24 hee s + 30,200 
NET TOTAL REVEN UBgsn A EOS 2,869, 409 100-00 — 138, 467 


5. Of grand total revenues, 46% was derived from direct taxes on incomes 
of individuals and corporations and from succession duties, 39-6% was obtained 
from indirect taxes and the remaining 14-4% was from non-tax revenues and 
special receipts and credits. 


6. A remarkable feature of the 1947-48 fiscal year was the great buoyancy 
of tax revenues, in pace with the rapidly expanding national income. Despite 
substantial tax cuts in personal income tax in 1947 and the fact that earlier 
reductions in corporation and excess profits tax became fully effective on revenues 
during the year, the total yield from taxes declined by only $5,830,000. 


7. No further reserve was set up during the year for the refundable portion 
of excess profits tax or individual income tax. In accordance with statutory 
provisions calling for repayment of the refundable portion of tax collected in 
respect of 1942 before March 31, 1948, payments amounting to $84,210,000 
were made during the year, including small amounts in respect of other taxation 
years. The amount of the reserve for refundable excess profits tax and personal 
income tax held at present, classified by the tax years to which it relates, is 
shown in the table below: 


Refundable Refundable 


Taxation Year Personal Excess Profits 
Income Tax Tax 
$ $ 

RE Se ie ee ee Soe en Gee eaeee © Senta ONUMy eenER Tene, eke Yee! 150, 000, 000 67,700, 000 
Ape Ls ois 6 Sk Seeelaly oh aeareey Cane iT Se Ee «Is NCE RS oc fy ee 80, 000, 000 73, 000, 000 
ee ee ee SE ee Eo wtetee Feud oe AEE bee rT es oh aG mgens eee te 71,000, 000 
ROUGTN IR E> co bdeetee Vito oats | Sahib) SAIL Dita. 2 Bed iT aio 17, 300, 000 
Serene ree ee, ere Re eS 7 oad Mais als devin Sy 230,000, 000 229, 000, 000 


[1] Corporation fiscal ‘years ending in 1946. 
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ORDINARY REVENUES 


8. The personal income tax which yielded $659,828,000 retained its position 
as the largest single source of revenue. The substantial tax reductions which 
became effective on January 1 and July 1, 1947, resulted in a revenue lower by 
$34,702,000 than that of the previous year. This was a reduction of only 5%, 
a very small decline in relation to the extensive reduction in rates. The con- 
tinuing high revenue from this source reflects the increased incomes and the 
high level of employment throughout the year. 


9. Corporation income tax and excess profits tax, both levied on business 
profits, yielded a total of $591,161,000, a decline of $96,329,000 from the previous 
year’s total. The corporation income tax yield of $364,131,000 was $125,339,000 
more than in the previous year and indicates the result of the increase from 18% 
to 30% in the corporation income tax which became effective on January 1, 
1946, as well as the high level of business profits in 1947. The excess profits 
tax yield of $227,030,000 was $221,668,000 less than in the previous year, showing 
the effects of the change made in the tax on January 1, 1946, as, well as the 
reduction in the rates of tax. 


10. Revenues under the headings ‘‘Taxes on Dividends and Interest’ and 
“TAXES ON RENTS AND ROYALTIES” are derived from special taxes, 
largely on income going to non-residents of Canada, levied under authority of 
section 9B of the Income War Tax Act. In 1947-48 revenue under this heading 
amounted to $35,889,000, an increase of $5,753,000 over the previous year. 
This increase reflects higher dividend payments during the year and the extension 
of the 5% tax to dividends from wholly-owned subsidiaries going abroad to 
parent companies, which became effective on April 30, 1947. 


11. Succession duties, yielding $30,828,000, showed a marked increase of 
$7,252,000 over the previous year. Although there has been an increase in 
revenue from this source every year since succession duties were first levied in 
1941, the sharp increase in 1947-48 was largely due to the fact that seven prov- 
inces have rented this field of taxation to the Dominion and consequently there 
were no provincial duties in these provinces to be deducted from the higher 
Dominion rates which have prevailed since January 1, 1947. 


12. Net revenues from customs import duties reached the all-time high of 
$293,012,000, exceeding the receipts of the previous year by $55,657,000. This 
very high revenue reflects the heavy import trade resulting from the extensive 
capital investment program, the high level of consumer purchasing power, and 
the widespread demand for goods, factors which were so much in evidence during 
the year under review and which contributed so largely to the serious depletion 
of the country’s supply of United States dollars. 


13. Excise duties, which are levied exclusively on alcoholic beverages and 
tobacco products, brought in a total revenue of $196,794,000, an increase of 
$750,000 over the previous year. The revenue from alcoholic beverages declined 
sightly and that from tobacco products increased moderately, by $953,000. 
As in previous years, the smokers’ contribution to the federal treasury was 
considerable, with the overall revenue from tobacco products (including the 
yield of the additional taxes imposed under the Excise Act on tobacco, cigar- 
ettes, cigarette papers and tubes), amounting to $177,141,000. This is 7-2% 
of the total revenue from taxes. 


_ 14. Under the heading ‘‘Excise Taxes” are included a wide variety of taxes 
levied on commodities and services under the Excise Tax Act. The most 
important of these taxes from the point of view of revenue is the sales tax which 
yielded a gross revenue of $383,012,000 during 1947-48, an increase of $54,939,000 
over the previous year. This increase of 16-7% reflects the increased supply of 
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commodities available for consumption during the year and the generally higher 
price level. Since November 17, 1947, this tax has not applied to electricity 
and gas used in dwellings. 


15. The second largest revenue source among the excise taxes is the tax on 
tobacco products which yielded $68,606,000. Although this amount is $7,712,000 
less than that for the previous year, this decline in revenue is almost entirely 
due to a variation in the procedure for remitting the tax which resulted in 
revenue being included in March 1947 which would normally have been reported 
in April, thus increasing the revenue for 1946-47 at the expense of 1947-48. 


16. The revenue from several excise taxes showed marked increases during 
the year. With increased production due to more abundant supplies of sugar, 
the revenue from soft drinks increased 27-5% and that from candy and chewing 
gum increased by 37-7%. The revenue from the tax on automobiles and tires 
and tubes almost doubled in 1947-48 due to the greater production of automobiles 
during the year and to the increase in the tax which became effective on Novem- 
ber 18, 1947. The tax program announced on that date also resulted in increased 
revenue from phonographs, radios and tubes, and from electrical and gas appli- 
ances. Among those items which yielded reduced amounts were cigarette 
papers and tubes, toilet preparations and soap, and transportation and com- 
munications. The tax on sugar which was repealed on November 17, 1947, 
yielded a smaller revenue than the previous year and a clean-up amount of 
$2,208,000 is shown for the gasoline tax which was repealed as from April 1, 
1947. Refunds of excise taxes declined from $29,845,000 in the previous year to 
$10,685,000, which represents at more normal level of refunds than that which 
prevailed during the war and immediate post-war years. 


17. Some of the sources which showed an increase in revenue and the 
amounts of the increase in each case are as follows: 


Increase 
Increase 
| over 1946-47 

Automobiles, rubber tires and tubes...............5. $ 15,609,000 
Peon fa ee ot ee DPC emneT OR FREER ewe | ae 5,132,000 
DAY vee OC WINDY, CUI. ce «nab 4): tenable in pa 5 ,002 ,000 
Phevinie aU Pa6 BPPIanCes....o.. sey ae RI ek 2,817 ,000 
Phowcercpns, radios and tubes) coaveege: eels Bees 2,800 ,000 
Special excise on Importations. i ee ew we ee ye 928 ,000 
PROT Site coveae tober aS leg AMR SUN ted BU LE Bon I ger ote 817 ,000 


18. Some of the sources which showed a decrease in revenue and the amount 
of the decrease in each case are as follows: 


Decrease 
from 1946-47 
Gigars, cigarettes and tobacco... 0... 2. eee SRLS $ 7,712,000 
Eger ele PADEKE ONC TUDES i 24 auth: tnt dae spe ondcee = 524 ,000 
aR OS PRE: Yas OTST: | ire HEM Ot eee 767 ,000 
MileL, PICDATSWONS. ANG SOAS Raed Sone scatietemters +4 376 ,000 
Pranks, bags-and grave. 1b! 34 A. senel- whinnse eee hid 748 ,000 
Transportation and communications................. 400 ,000 


19. Small amounts of tax revenue are derived from the tax on chartered 
bank note circulation which decreases from year to year with the decline in 
circulation of such notes as provided by statute; from the taxes on the net 
premium income of insurance companies; from a tax on the export of electric 
energy from Canada, and from a tax on the export of furs from the Northwest 
Territories. Revenues from all of these taxes for 1947-48 amounted to $3,761,- 
000. This is $5,945,000 less than in the previous year, and the decline is largely 
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due to the reduction in revenue from the tax on net premium income of insurance 
companies, resulting from the provision that taxes paid to the provinces on 
premium income after December 31, 1946 could be deducted from the tax paid 
to the Dominion. Such taxes are imposed in Ontario and Quebec, but have 
been withdrawn in the seven other provinces under the Dominion Provincial 
Agreements. . 

20. Non-tax revenues for 1947-48 are estimated at $178,188,000, an increase 
of $17,318,000 over 1946-47. Receipts from the Post Office amounted to 
$77,758,000, an increase of $4,780,000. These receipts exceeded the cost of 
operating the Post Office by about $8,000,000, if we take no account on the 
credit side of the value of services rendered free of charge to other departments, 
and, on the debit side, of rentals and other costs of premises occupied by the 
Post Office. Return on Investments realized $75,800,000, an increase over the 
previous year of about $6,361,000. The larger items making up the total of 
return on investments are: interest on advances to Canadian National Rail- 
ways, $18,858,000; Bank of Canada profits, $18,828,000; interest on loans to 
Foreign Exchange Control Board, $5,101,000; Foreign Exchange Control Board 
profits, $10,833,000; interest on bonds held in Securities Investment Account, 
$11,509,000; interest on loans to National Harbours Board, $2,025,000; interest 
on loans to Provinces, $1,241,000; interest on loans to Canadian Farm Loan 
Board, $628,000; Soldier Settlement Board, $1,955,000; interest on loans to 
Foreign Governments, $2,501,000; and interest on advances to Canadian 
National Railways for purchase of railway equipment, $1,121,000. 


SPECIAL RECEIPTS AND CREDITS 


21. The estimated total of Special Receipts and Credits for the fiscal year 
1947-48 is $239,190,000 as compared with $419,345,000 for the previous year. 
Of this total $226,924,000 represents receipts arising from war, demobilization 
and reconversion expenditures and consists of Refunds of Previous Years’ War, 
Demobilization and Reconversion Expenditures, $133,687,000; Sale of Surplus 
War Assets, $61,200,000; and Miscellaneous War Demobilization and Recon- 
version Revenues, $32,037,000. 


A breakdown of Refunds of Previous Years’ War, Demobilization and 
Reconversion Expenditures, with details of the larger items, follows: 


National Defence— 
Refund by United States Treasury in respect of advance 
payments made during the war years on equipment and 
supplies, $32,200,000; sundries, $6,500,000................ $ 38,700,000 


Reconstruction and Supply— 
Refunds on contracts in connection with cost audits and 
re-negotiation, $58,000,000; return of working capital 
advances from pre-financed plants, $5,020,000; sun- 
dries, $5,200, 000: 0.0 cates 3 het ee ee ee, 68 , 220 ,000 


Amounts received by Canada in partial settlement of military 

relief arrangements with the United States, the United 

Kingdom, other countries and UNRRA, consisting of 

$4,500,000 payable to Canada from UNRRA in respect of 

goods turned over to UNRRA by the Combined Military 

Authorities, and $38,145,000 representing the proceeds of 

sale of certain motor vehicles turned over to the Combined 

Military Authorities but not transferred to recipient 

countries as military relief but sold in the liquidation of 

the combined military relief operations.................. 7,645 ,000 
Crown’s investment in Wartime Oils Limited, Previous Years’ 

War Expenditure transferred to ‘‘Active Assets”.......... 1 ,250 ,000 
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Transfer of a portion of the credit balance in the United King- 
dom General Settlement Account. (This account was 
established in 1945-46 to record transactions arising from 
the implementation of the terms of the Canada-United 


Kingdom Financial Settlement Agreement)............... 5,000 ,000 
Amortization of capital expenditure in connection with War 

es MMP OLUET HS 10T9 20 SoS eR SL ee 11,000 ,000 
melts Seve pariinentss), yee) alk ure toe. Um as 1,872,000 


$ 133 ,687 ,000 


22. The amount of $61,200,000 realized during the year through the disposal 
of surplus war assets, does not include the residual cash balances or value of 
accounts receivable carried by War Assets Corporation as at March 31, 1948. 

Miscellaneous War, Demobilization and Reconversion Revenues, totalling 
$32,037,000 includes: The sum of $9,773,000 representing the transfer thereto 
of special funds set up in previous years to provide for compensation in 
respect of injuries to employees in defence projects; $8,115,000 of profits including 
$3,615,000 of customs duty and excise tax drawbacks, in connection with War 
Supplies Limited Account; $3,640,000 derived from the operation of Park 
Steamships Limited; $4,700,000 housing rentals from Central Mortgage and 
Housing Corporation, and $2,500,000 of a credit adjustment arising out of the 
transfer of this amount to ‘“‘Active Assets’’ from accountable advances made to 
Canadian Arsenals Limited. 


BUDGET FORECAST COMPARED WITH ACTUAL REVENUE, 
1947-48 


23. Actual revenues again exceeded the budget forecast by a substantial 
sum, reflecting in part at least the continuing rise in national income and expendi- 
ture throughout 1947 which it would scarcely have been prudent to anticipate, 
even if it could have been foreseen, in the preparation of the budget. 


DETAILED STATEMENT OF BUDGET FORECAST COMPARED WITH ACTUAL 
REVENU FOR 1947-48 


Increase (+) 


or 
Budget Actual decrease (—) 
Forecast in revenue 
Source of Revenue Pe ieaceie Revenue sk bouideen 
with budget 
forecast 
Tax REVENUES (thousands of dollars) 
TRS Pee ete 2a as Cs nal ce tia ee Bae bee Be 230, 000 293,012 + 63,012 
Tiveise co cee SO REE SOC IN ES 200, 000 196,794 — 3,206 
Excise Taxes: 
AOe. EEE WEL. «kd... Aes . eee 325, 000 372,327 + 47,327 
ee Aa TO na Se ee eer ee ae 250, 000 268,431 + 18,431 
MOPAR: WXGIAG TAXCB: 0, co8s sedans eke ace 575, 000 640,758 + 65,758 
Income Taxes: 
Tike Con TOIGOTIB! INEGIIOR. U2. 6 wisi. PO + woe ip “egg ve on 515, 000 659, 828 +144, 828 
Corporate Income Tax and Excess Profits Tax...... 460, 000 591,161 +131,161 
Tepopnet/and- Dividends x. 6s 6.65 eR Sa ens. 30, 000 35, 889 + 5,889 
‘Pista! Income Pases, [Phe FA eka ee ces 1,005, 000 1, 286, 878 +281, 878 
CRE SIRI eh bn it now lok Pk REI Sga* As WES Bite 26, 000 30,828 + 4,828 
WITSATA INS ROSES Sela kel sss due thee te Canute yaee es 4,000 3,761 — 239 
1 Tax R Oe Pe ane: tice erage eh LT 2,040, 000 2,452,031 +412,031 
Pam bch: pedhienag EERIE C TMC E LONG: ACU RSET OTe NE s 160, 000 178,188 + 18,188 
OE EOE | RE I eS ee ee Peer ae eae 2, 200, 000 2,630,219 +430, 219 
Soecial Meoeints ANC Crodiie. ..... loess sans copaps es: 90, 000 239, 190 +149, 190 


fe ee a Oe Pere Eee Pree 2,290, 000 2,869, 409 +579, 409 
————— see 
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ANALYSIS OF EXPENDITURES 


24. According to preliminary calculations, grand total expenditures during 
the fiscal year 1947-48 were $2,199,451,000, a decline of $434,776,000 from the 
previous year. Demobilization and reconversion expenditures contracted still 
further, counterbalanced by some increase in ordinary expenditures and other 


items. 
ANALYSIS OF EXPENDITURES 
(Thousands of Dollars) 


1947-48 
ee Change 
Demob. : 
whi? Cigar and Recon- 9, eat 
Expend- version Tota 0 
itures Expend- 1946-47 
itures 
Public Debt/chargeawnw.. och. ewes. ee 466, 422 8 466,430 | 21-21 — 10,386 
Subsidies and Payments to Provinces under 
'TaAxtAOreementss.. core teees ce ce nemnes PESO Se one 155,891 7:09 | + 47,128 
Family Allowances) ti.) SOE BOSOLGSE ILA USG. bs 263,165 | 11-97 | + 18,024 
Old Age Pensions and Pensions for Blind 
(Persons ec eee eae ae Aeuth gente ore ete 58,090 997 59,087 2-68 + 13,642 
Unemployment Insurance Act™............. 60) 124 aoe 35, 124 1-60 | + 1,198 
Veterans Benefits Pensions and aftercare). . 96,219 230,325 236, 544 14-85 — 265, 186 
Agricultural Subsidies and Assistance........).........065 33,010 30,010 1-51 — 37,803 
Wartime Prices and Trade Board and Sub- 
siclies “Related toyPrice; Control... <0. ..surlieee eee es oe 57,560 57,560 2-62 — 69,956 
INationalyDefence hi ae Ee etd here 637 194, 553 195,190 8-87 —192,421 
Reconstruchonjaua OUDDLV dower nk eos las 12,087 63, 235 Yip 3°42 — 63,750 
Other Ordinary and Demobilization and 
Reconversion Expenditures.............. 294,910 54, 677 349, 587 15-89 + 25,690 
(PODAT Suet pBaees Gee eae es ee 1,382, 545 634,668 | 2,017,213 | 91-71 — 533, 820 
Capital mig eendit ere Ween alee Aas Ona Hoe en ay ei eee eee 16,461 0-75 + 5,261 
SPECIE AEE PENAEUS sors 5 ceo eS De bw ie ia Ae A es eo Ee 63, 540 2°89 + 31,614 
Government: Owned Enterprises .0....) Beate. Mik ees ld bene UR toes 18, 697 0°85 + 8,015 
Other Charges in. De is Se vt ee aa Mio Ra Ata eae, 0 Ie ee ie Sate es 83, 540 3:80 | + 54,154 
GRAND “TOrAL ICXPENDITURUG 6... abe hee oes eure ae ay ae 2,199,451 | 100-00 —434,776 


) Administration and Government Contributions. 
7 2) Includes Veterans Land Act but not additions, alterations and improvements to departmental 
ospitals. 


25. The principal changes in expenditures are summarized in the above 
table which, for purposes of comparison with the previous year, combined 
ordinary and demobilization and reconversion expenditures. 


26. For the first time in ten years, interest charges on the public debt fell 
below the previous year, a direct result of the reduction in debt during the 
year. ‘The decline in interest charges alone was $8,940,000 to which have been 
added other savings in public debt charges amounting to $1,446,000, to give the 
total reduction shown above of $10,386,000. 


27. The largest single increase during the year—$47,128,000—was in the 
total of payments to Provinces, including statutory subsidies and payments 
under the tax agreements. The increase in the tax agreement payments, 
amounting to $28,117,000, is a result of the payment during 1947-48 of $63,000,- 
000 due under the wartime tax agreements. The remainder is largely attri- 
butable to the payment of $8,031,250 to each of the Provinces of Alberta and 
Saskatchewan arising out of the Natural Resources settlement. 
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28. Family allowances payments rose by $18,024,000, or about 7%, mainly 
as a result of the changes in the income tax provisions relating to dependetn 
children, which became effective as from the beginning of 1947 although there 
is, of course, a steady rise from month to month due to natural increase. The 
increase in old age pensions and pensions for blind persons of $13,642,000, which 
represents more than a 380% increase from the previous year, indicates the 
effect of the higher rate of pensions and revised income qualifications. Govern- 
ment contributions to unemployment insurance and administrative expenses 
under the Act showed a moderate increase. During the year the costs of National 
Selective Service were combined with administration of the Unemployment 
Insurance Act. 


29. A major drop in expenditures relating to veterans accounted for almost 
one-half of the total reduction in ordinary and demobilization and reconversion 
expenditures during the fiscal year. Payments of war service gratuities and 
re-establishment credits, alone, declined from $318,325,000 in 1946-47 to 
$84,135,000 in 1947-48. There was also a drop of nearly 50% in the costs of 
treatment. Pension costs relating to veterans of World Wars I and II, on the 
other hand, continued to increase. 


30. The further withdrawal from wartime controls is reflected in the sub- 
stantial reductions in expenditures under the headings of agricultural subsidies, 
price control and subsidies directly related to price control. As shown in the 
above table, agricultural subsidies and assistance declined by $37,803,000 from 
the previous year and the costs of price control administration and related 
subsidies (including payments to flour millers) by $69,956,000. 


31. As demobilization proceeded, National Defence expenditures declined 
by 50% from the previous year, most of the reduction being attributable to the 
Army. . 

32. Expenditures of the Department of Reconstruction and Supply con- 
tinued to decline. Of the $63,235,000 spent by that Department under Demobi- 
lization and Reconversion during 1947-48, $38,620,000 was attributable to 
housing developments. 


CAPITAL EXPENDITURES 


33. Expenditures charged to capital during the fiscal year 1947-48 totalled 
$16,461,000 compared with $11,200,000 in the previous fiscal year. The main 
items are cost of dredging the St. Lawrence Ship Channel, construction and 
improvements in connection with civil airways and airports, the construction of 
the new Prince Edward Island ear ferry and improvements of terminal facilities. 


SPECIAL EXPENDITURES 


34. Special expenditures are éstimated at $63,540,000, an increase of 
$31,614,000 over 1946-47. The largest single item of expenditure under this 
category was a payment to the Canadian Wheat Board of $31,450,000 to cover 
the amount of established deficits in respect of certain special operations of an 
emergency character conducted by the Board during war and post-war years, 
as provided for by Vote 582 of the Further Supplementary Estimates for 1947-48. 
Advances to the Prairie Farm Emergency Fund accounted for $10,744,000 and 
$13,900,000 was expended for subsidies on oats and barley used as feed for live 
stock. 


GOVERNMENT OWNED ENTERPRISES 


35. Total expenditures under the classification entitled Government Owned 
Enterprises which comprises the losses of and non-active advances to Government 
Owned Enterprises established before the war and operated as separate corpor- 
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ations, were $18,697,000 in the fiscal year ended March 31, 1948. The increase 
of $8,015,000 over the expenditure of the previous year was occasioned mainly 
by the larger deficit of the Canadian National Railways and the inclusion for 
the first time in many years of the deficit of the Trans-Canada Airlines. 


Canadian National Railways 


36. The operating revenues of the Canadian National Railways for the 
calendar year 1947 totalled $4388,198,000, an increase of 9-4% over those of 
1946. Operating expenses of the Railway totalled $397,123,000, an increase of 
11-2% over those of 1946. 


The net operating revenue of the railway was $41,075,000 and after deduct- 
ing $13,136,000 for taxes, and for equipment rentals and joint facility rentals, 
there remained a net railway operating income of $23,711,000. Other income 
less deductions totalled $4,228,000, resulting in $27,939,000 being available for 
interest. After payment of $23,822,000 in interest on funded debt held by the 
public and $20,002,000 in interest to the Government on temporary loans for 
capital and refunding purposes, there was a net cash deficit of $15,885,000. 
This amount was paid to the railway by the Government and charged to expend- 
ture. 


The operating deficit of the Prince Edward Island Car Ferry and Terminals 
for 1947 was $932,000, compared with $888,000 in 1946. 


Canadian National Steamships 


37. The Canadian National (West Indies) Steamships, Limited, had an 
operating surplus of $829,000 in the calendar year 1947 and earnings on the 
Company’s Replacement Fund totalled $267,000. From the total income of 
$1,096,000, there were paid $470,000 for bond interest and $103,000 for interest 
on Government advances, leaving a resulting income surplus of $523,000. Of 
this income surplus the sum of $267,000 was retained in the Replacement Fund 
and the remainder, namely $256,000, was paid to the Government in reduction 
of advances made in prior years for deficits. 


Trans-Canada Airlines 


38. The Trans-Canada Airlines North American service had total operating 
revenues in 1947 of $15,297,000. In the same period operating expenses totalled 
$16,796,000, resulting in an operating deficit of $1,499,000. After payment of 
invested capital of $262,000, there was a total deficit of $1,761,000. 


The Trans-Atlantic service had total operating revenues of $5,483,000 in 
1947. Operating expenses amounted to $5,342,000, resulting in an operating 
surplus of $141,000. After payment of interest on invested capital of $5,000, 
there was a surplus of $136,000. 


Deducting the surplus of $136,000 on Trans-Atlantic service from the 
deficit of $1,761,000 on North American service there was an over-all deficit of 
$1,625,000. The accumulated surplus of Trans-Canada Airlines at December 
31, 1946, totalled $255,000. After deducting this amount from the over-all 
deficit for 1947 there remained a net accumulated deficit of $1,370,000, which 
amount was paid to the Airlines by the Government. 


National Harbours Board 


39. The operating income of the National Harbours Board for the calendar 
year 1947, after payment of interest to the public but before depreciation, 
reserve for replacements and interest on Government advances, was $3,827,000 
compared with $4,143,000 in the previous year. Interest paid to the Govern- 
ment in the fiscal year ended March 31, 1948, totalled $2,025,000. 
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Financial assistance provided by the Government to the National Harbours 
Board and charged to expenditure under the category Government Owned 
Enterprises totalled $509,000, divided as follows: $67,000 for the operating 
deficit of Churchill Harbour and $70,000 for the operating deficit of Quebec 
Harbour; $264,000 for non-active advances to meet the deficit of the Jacques 
Cartier Bridge at Montreal; and $2,000, $55,000, $3,000, $24,000 and $24,000 
for capital expenditures at the Harbours at Churchill, Quebec, Three Rivers, 
Saint John and Halifax. 


The elevators at Port Colborne and Prescott operated at a profit during 
the year and $87,000 was paid to the Government. 


OTHER CHARGES 


40. ‘Total expenditures in this final category are estimated at $83,540,000 
compared with $29,386,000 in 1946-47. 


41. Most of this is represented by the amount of $75,000,000 which has 
been credited to the general reserve to meet possible losses on the ultimate 
realization of active assets. This is an increase of $50,000,000 over the amount 
of $25,000,000 set aside for this purpose each fiscal year since the account was 
established in 1940-41. During the year, $55,416,000, representing the write- 
off of the Western Provinces’ Treasury Bill indebtedness was charged ot the 
reserve as provided for by The Western Provinces’ Treasury Bills and Natural 
Resources Settlement Act. At March 31, 1947, the general reserve was 
$153,669,000, and as a result of these credit and debit transactions the reserve 
at March 31, 1948 stood at $173,253,000, or a net increase of $19,584,000. 


42. The other items in this category which affect the net debt are: the 
provision for reserve for conditional benefits under the Veterans’ Land Act 
and the annual write-off of Soldier and General Land Settlement and Veterans’ 
Land Act aggregating $6,602.000. 


43. The loss of $50,000 on seed grain and relief accounts administered by 
the Department of Mines and Resources does not increase the net debt as the 
write-off is from an amount already set aside in the non-active accounts to 
provide for revaluations and losses. 


44. The last item in this category reflects a change in the Canadian National 
Railways Securities Trust Stock, which was decreased by $1,885,000 representing 
the retirement of equipment. The deficit in the Canadian National Railways 
for the calendar year 1947 does not reduce the Dominion’s equity as the amount 
of the deficit is paid to the railway by the Government and charged as Govern- 
ment expenditure under the category of Government Owned Enterprises. The 
item of $1,885,000 is a contra item and does not increase the net debt. It 
appears on the revenue side under the heading of Special Receipts and Credits. 


LOANS AND ADVANCES AND INVESTMENTS 


45. In addition to the expenditures already detailed the Government makes 
disbursements for loans, advances and investments which are treated as ‘active 
assets” and are deducted from total gross liabilities in arriving at the figure of 
net debt. The net increase in these active assets during 1947-48 was $453,654,000. 


The details in regard to the items accounting for this net increase together 
with those for the four previous fiscal years will be found in the table on page 94. 
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CHANGES IN ActIvE Loans, ADVANCES AND INVESTMENTS, 1947-48 


(thousands of dollars) 


Increases Decreases 
Loans and Advances— 
Railways and Steamship Companies— 


Canadian National Railways... aiuraeet sie Le Waneh et Oot ae: 
Sundry Government Agencies— 

National Harbours Boardyime va. 908 Pe Ae, Ca), 26 

Soldier Settlement and Veterans Land Act... 35,966 ........ 

Sundry: Crown: Compaitieseiiana ti aaah D146 to oat eee cay 

Other cu. cis oa eh Ra a et ee ee ee oe 11,6382 


45,112 11,658 


Provincial and Municipal Governments... <2). ¢.6 «ener. 63 ,629 


United Kingdom and Other Governments— 
United Kingdom, loan under The War Appro- 


priation (U.K. Financing) Act, 1942.. Pr.) teBeet ad lg 2ao 
Union of Soviet Socialist Republics — oan for 

purchase off wheat us, Wy ene ee Dugan Ree biol. crete aca 2,500 
Export \GUredits. Insurance, Act. fos 0 tthe ois re LSD Bal) ik eis 
United Kingdom Financial Agreement Act, 1946 368,000 ........ 


OEE Ba ss Fah dose vay nc h beeen aE NCR kee ea 3,314 


Miscellaneous— 
Sundry munitions contracts— | 
(Department of Reconstruction & Supply)........... 610 
OtheP GFL Se pte opts AK 4253201, OU. Ge 
4,153 610 
Investments— 
Canadian’ Fatm, Hoan Boardey ie ie) dew cee POOR OO See 
Canada’s subscription to International Bank for 
Reconstruction & Development............ 16,250 
Export Credits Insurance Corporation Capital 
StOCKMM ES JOU MOREE TT CTIE ! DET USE Sao ey aman, SB) 2,500 
Oper se See 7 eA SN LETG DB) RMN are OR NR ee ee 2,012 


18,850 2,012 


Net Total of Changes in Loans and Advances and 
Investments wee 7 s28 acca dae Ae 453 , 654 


Nore: Annual changes in active loans and advances and investments for 
the five fiscal years ended March 31, 1948 appear on page 94. 
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Railway and Steamship Companies 


46. There was a net increase of $81,717,000 in loans to the Canadian 
National Railways in the fiscal year 1947-48. Advances of $53,550,000 were 
made for the retirement of funded debt of the Company held by the publie. 
Advances for the purchase of capital stock of Trans-Canada Airlines totalled 
$15,100,000. Advances of $11,000,000 were made pending Parliamentary 
approval of the appropriation for the Railway’s 1948 deficit. An advance of 
$5,886,000 was also made for capital purposes of the Railway. Repayment of 
amounts due to the Government under various Hire-Purchase Agreements 
covering railway equipment acquired in previous years aggregated $3,819,000. 


Sundry Government Agencies 


47. Advances to the National Harbours Board for capital purposes at 
Vancouver and Montreal were reduced during the year by $26,000. 


48. The net increase in the fiscal year in advances for Soldier Settlement 
and Veterans Land Act purposes amounted to $35,966,000. This increase was 
occasioned by net advances of $38,066,000 under the Veterans Land Act, less the 
sum of $2,100,000 written off and charged to Consolidated Deficit Account. 


49. Net advances to sundry Crown companies increased by $9,146,000. 
The main items contributing to this change were as follows: advances aggre- 
gating $22,500,000 to the Central Mortgage and Housing Corporation; $2,500,000 
representing capital surplus of Export Credits Insurance Corporation; reduction 
of $5,000,000 to the Commodity Prices Stabilization Corporation and a reduction 
of $9,100,000 in advances to the Agricultural Prices Account. 


Provincial and Municipal Governments 


50. Loans in this category decreased during the fiscal year 1947-48 by 
$63,629,000. This reduction reflects the adjustment authorized, under The 
Western Provinces Treasury Bills and Natural Resources Settlement Act, in 
the indebtedness of the four western provinces to the Government of Canada. 
Of this reduction, $55,416,000 was charged to the Reserve for Possible Losses 
upon the Ultimate Realization of Active Assets. 


United Kingdom and Other Governments 


51. Net advances under this heading increased by $381,731,000 during the 
fiscal year 1947-48. The largest single item in this category consisted of the 
advances under the United Kingdom Financial Agreement Act, 1946, aggre- 
gating $368,000,000. At March 31, 1948, the Government of the United 
Kingdom had drawn down $1,008,000,000, out of a total loan of $1,250,000,000 
authorized by this Act. The Canadian dollar obligation of the Government of 
the United Kingdom under the authority of The War Appropriation (United 
Kingdom Financing) Act, 1942, was reduced by $111,285,000, leaving a balance 
outstanding at the fiscal year end of $331,479,000. 


52. Advances made during the fiscal year to foreign governments and their 
agencies pursuant to agreements made under the Export Credits Insurance Act 
increased by $130,830,000. Advances were made to the various countries as 
follows: Belgium $16,000,000; China $20,046,000; Czechoslovakia $10,315,000; 
France $49,945,000; Netherlands $28,536,000; Netherlands Indies $5,900,000; 
and Norway $1,906,000. In addition unpaid interest was consolidated and 
added to the loans under the terms of the agreements in the amount of $248,000 
in the case of Belgium and $150,000 in the case of Norway. Belgium repaid 
$2,112,000 during the year. 
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53. The Government of the Union of Soviet Socialist Republics repaid 
during the fiscal year $2,500,000 of a loan obtained under the authority of the 
War Appropriation Act in the amount of $10,000,000. This payment completely 
liquidated the loan on its due date. 


Investments 


54. In the fiscal year 1947-48, Canada paid $16,250,000 on its subscription 
to the capital stock of the International Bank for Reconstruction and Develop- 
ment. This payment was made in the form of non-interest bearing notes. The 
remaining amount of Canada’s subscription to the capital stock of the Bank, 
namely, $260,000,000, can only be called to meet obligations of the Bank on 
securities of or guaranteed by the Bank. 


55. A further payment of $2,500,000 was made for the capital stock of the 
Export Credits Insurance Corporation. This payment completes the Gov- 
ernment’s subscription to the capital stock of the Corporation. 


DEBT REDEMPTION AND LOAN FLOTATION 


56. During the fiscal year ended March 31, 1948, Government obligations 
to a total of $2,856,342,539 matured or were called for redemption. Of this 
amount, $1,333,293,471 was renewed or converted into new issues, and cash 
required to retire the balance was provided as follows: $325,000,000 from the 
sale of a new issue of two year bonds to the Bank of Canada and the chartered 
banks, $263,530,150 from the sale of Canada Savings Bonds Series IT, $200,000,- 
000 from the sale of a new issue of Treasury Notes to the Bank of Canada, 
$100,000,000 from the sale of an issue of Deposit Certificates to the chartered 
banks, $50,000,000 from the issue of notes to the Export-Import Bank, and 
$584,518,918 from cash balances. 


57. During the year, Government issues of securities amounted to an 
estimated total of $2,271,823,621 exclusive of the recurring issues of Treasury 
Bills which were issued to refund similar securities maturing during the year. 
Of this total, securities in the amount of $1,645,000,000 were issued to the 
Bank of Canada, and in the amount of $280,000,000 to the chartered banks. 
Drawings on the $300,000,000 Export-Import Bank Loan amounted to $50,000,- 
000 during the fiscal year, and, in accordance with the loan agreement, notes 
maturing in three, four, and five years from the date of the withdrawal were 
delivered to the Bank. 


58. Canada Savings Bonds were the only securities offered to the general 
public during the year. Net sales of Series II amounted to $263,530,150 during 
he period, while there were net redemptions of $92,394,150 in Series I of these 

onds. 


59. The fortnightly issue of three months Treasury Bills was continued 
during the year. The amount outstanding remained unchanged at $450,000,000 
throughout the year. Average yield on the last issue sold during the fiscal year 
was -411%. 


_ 60. The average rate of interest on the Dominion’s direct funded debt 
(including Treasury Bills and Deposit Certificates) outstanding at March 31, 
1948 was 2-66%, compared with 2-65% at March 31, 1947. 


61. The following Tables show the details of loan flotations and debt 
redemption during the fiscal year. 
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DEBT REDEMPTION 1947-48 


Interest Where 


Maturity or Call Date Pata Payable Amount 
% $ 

May (Sts T9A7e Bete shee Botinwe Soe alka sk eee eee 13 Canada 373, 259, 000 
July EL, OEE say, coke Stee sR d pated cb SIR Meee ME 4 Canada 33, 293, 471 
Septs: as TGR: deed sake ie peils cteakt ke asst i ee 2 as a iietee 
Oot. aE, TOSG Sis os Sisk ws oe ACE are she, EGE REL OR Se ae 4 ondon A 
Oct 45, 1947. CS ars ee DUR eon 4 Canada 56,191,000 
Now F047. Bp ik edd, Von lio, Sere Lace ca eames cha mea 4h Canada 37, 523, 200 
By fe aan Wa 2 faces Nog nha maii kee) mare Fyn acct nth wel oaheem nylon anna ngs oer n a, 3 Canada 200, 000, 000 
Pebs. 1; 10485(7) Fn. ss i. a ce ob a 3i Canada 50,012,350 
Mara: 2h 1948) o2o Si Se ene a eee An OY Ca ote ene eee 3 Canada 550, 000, 000 
Mar. 71,-1948) a RRe ee os RoR Pee ants, © antes ee em ms ae ae 24 Sees pee [iain 
Mar. (21, 19487. hea ea tee tk Bane nee Oe ee Son 13 anada 239,713, 00 
Non-Interést: Bearing Certificates (Net). .....). 2 a i ae ee ‘ STi Canada 308, 255 
War Savings Certificates CNet e) Sht UU ea ek eee ae a eee Canada 37,329, 374 
Canada ieee Bonds, SeriesL CNet). 4.64. -ket iA eee 23 pie oust 
Via riiies Cec eatierce otal oc AW errc nce wetavipraha labetiats rein eben Reta AnGr aa eld he beet en a ondon ,» 141,35 
Deposit Certifiestessa. 02 Ss Hee Vans it pene es ele oa rere tee § Canada 280, 000, 000 

TotabBonds and Certiteates ssc oo suis LE ee ee haa Ca Ms at ato 2,772, 132, 639 
Repayment of Refundable Portions Excess Profits Tax and 

Personal Income. Tas io. dace in date aie ae acti eed Cn an And ee 84, 209, 900 

Total mRedemptionson wets. ss. a tulc- esoe eres nl ta ee eal ec ee 2,856, 342, 539 
Less: Amounts Renewed or ComvertedsC) 00205... 82 ae eee ner dice hl cued ipo eee ee oe 1,533, 293,471 

Provided from Cash SVesources. «<0 hu Cee ce tee olen ia te Oe a ee eae ee 1,323,049, 068 


(1) Maturity date October 15, 1952, claled for redemption October 15, 1947. 
(2) Maturity date November 1, 1957, called for redemption November 1, 1947. 
(3) First call of First War Loan. 


(4) These issues were vested by the Treasury of the United Kingdom in August, 1941, and January, 
1942. Amounts purchased during the fiscal year were cancelled. The actual redemptions for the year at 
the rate of $4.03 to the pound were approximately $212,000. The difference between this figure and 
$2,141,354 shown in the table is due to revaluation of the outstanding sterling issues from a par figure of 
$4.86 2/3 to the pound to $4.03 to the pound. 


(5) Total from’previous Table $1,300, 000,000 and School Fund Debentures, viz. $33,293,471. 


SOURCES AND APPLICATION OF CASH FUNDS 


62. The Government’s financial operations are not confined to collecting 
revenues and making expenditures in the narrow accounting or budgetary sense 
of that term. Very substantial amounts of cash are received and disbursed in 
other ways—ways which do not affect at all the amount of the budgetary surplus 
for the year. Such receipts and disbursements must also be taken into account 
when considering the role of the financial operations of the Government in the 
nation’s economy. 


63. The following table has therefore been drawn up with a view to sum- 
marizing the various sources of cash funds received by the Government during 
the year and the various purposes for which cash funds have been disbursed. 
It also serves to account for the decrease of $448-6 million which has taken place 
in the Government’s net cash position between March 31, 1947, and March 31, 
1948; in this connection, however, it should be noted that the amount of the 
Government’s cash balances shown for this purpose and for the purpose of 
year-end balance sheets is not the actual amount of cash held on March 31st 
but rather such amount corrected for the various year-end adjustments reflected 
in the balance sheet. 
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SOURCE AND APPLICATION OF CASH FUNDS 
FISCAL YEAR ENDED 31ST MARCH, 1948 ud, avobeel 


(Millions of Dollars) 


Source or CasH Funps— 


1. Net balance of cash funds remaining out of current year’s revenues.................... $ 727-0 
thes are) of: 
xcess of revenues over expenditures for the year (i.e. budgetary surplus).. $ 669-9 
Add back items included in total expenditures which did not Rea 
IC MEUM AE CHAREL i RAAL ee is LLU. Fe RPO LR Ge eg 107-7(*) 
$ 777-6 
Less items included in total revenues which did not represent current receipts 
MUM Meey estes geal ees isk hey Conte. Pe eee mh ORE RSS ee 50-6(7) 
$ 727-0 
ete Peenes Or Lane aK, AM VANCES... ........ os seas dawn el beset eee te $ 351-9 
Consisting of amounts received from— 
Foreign Exchange’ Control Board.:..... 0c. s. geet Seba See $ 220-0 
United Kingdom under War Appropriation (U.K. Financing) Act, 1942. 111-3 
Miscellaneous U.K. and other governments................0.ccceueeeees 6-0 
Agricultural products and agricultural prices support account............ 9-1 
Provincial and Municipal governments.................0cececeeeeeeceees 1-9 
amet sr 10S BML AC VANRCGH 2; . 4s. <4 Saieainnldca vs oh dca al ae 3:6 
$ 351-9 
3. Repayments of balances arising from agreements of sale of Crown assetS...........e.eee-. $ 1-9 
4, Increases in Insurance, Pension and Guaranty accounts.............cceeceecsceccecnveees 85-2 
Beer eee OInUry GUSPCDSS ACCOUNES............ 0060 soe ceessnacvveedeosncucssewoneauwe ents 14-9 
$ 1, 180-9 
APPLICATION or CasH Funps— 
Sr eSATA A AC VANCOR! ool... cl css Me awes ence cus sdQWeeneuheuseey a guts aha heen $ 625-2 
Consisting of amounts advanced to: 
Canadian National Railways...............+sseeee+: sud 'L-she, oeab ieee wise $ 81-7 
United Kingdom (under United Kingdom Financial Agreement Act, ah 
REPRO Sates CTI is eta atin aes CUS OR HUE ee OR pany oe aS ce . 
Other Countries (under Export Credits Insurance Act)................-. 130-8 
Ee A DODIGS 325 wie a oe as vs wie dries ape in Ge dem bee's eee eRe DS 6-6 
Various Veterans (under Soldier Settlement and Veterans Land Acts).. 38-1 
$ 625-2 
Pan erases Fa WOT Capital AA VANCES 0.5 c6.6 nis. oc o> ais nee satin s Gy haieldwie Saniain toe ewe o's bine 6-2 
renter SIME T CUES! 5. Soh Aeie bE vn ob oa co oe ae ROWE a ws oat bebivenes piu ea eed DERE S ARAN 2-6 
Represented by: : ; 
Increase in investment in Canadian Farm Loan Board.................. $ 0-1 
TInerenase in miscellaneous investments... .....-.sacvccnscceceunneverenes 2-5 
$ 2-6 


(*) 


Annual amortization of bond discounts and commissions, $10-0 million; write-down of assets—Soldier 
Land Settlement and Veterans Land Act Loans, $2-1 million; provision for reserve for conditional 
benefits under Veterans Land Act, $4-5 million; provision for reserve for possible losses on ultimate 
realization of active assets, $75-0 million; Natural Resources Settlements Provinces of Saskatchewan 


and Alberta, $16-1 million. 


(t) Premium, Discount and Exchange, $3-9 million; Transfer to Active Assets—Loans and Advances— 


Warti ils Ltd. and Canadian Arsenals Ltd., $3-7 million; and 1936 and 1937 Saskatchewan Seed 
~oSauah abd a he setive); $9-8 million; Amortization and profits from War Supplies Ltd., $19-1 
million; Employees Compensation Clearing Accounts—Defence Projects, $9-1 million; and U.K. 


Settlement Scheme, $5-0 million. 
7. 3 
368 
2So4 


4, Reduction in deposit and:trustactountss. “epee ners eho ohh et A. See aehiTdoee ss cee cen es 43-1 
5.’ Reduction in deferred credits... 2-02. sc coe se tee eae Re en Cert Te eee eee 5-6 
6. .Cost of loan flotations (portion: to: be amiOrtized)n.o.7et aoe cies oe es ee es 0-7 
7. Reduction in fanded debt (net): sane. bo ne a ee $ 584-5 
less increase in floating debt:tsocky,. 4c tems teackely sete eon ieee 48-4 
——————$ 536-1 
8. Amounts transferred to securities investment Account.........ccccceccccccccctvcccewsese 410-0 
$ 1, 629-5 
Excess of cash funds applied over funds made available—accounting for net decrease in cash 
position between March 31,1947 and Marel 31; 1045-5. ans.s des os econ ace ale cd tee ose $ 448-6 
Cash balante at March '3ly T9475 67 vee eee oe et eee $ 484-5 
Cash balance at. Maren st, 1948) .5 eee ee ie ete eee ee 35°9 
edt bf & 
Reduction in Canadian dollar balances...................-. $ 435-2 
Reduction in U.S, dollar balances. <..).0..k shoe eee 12-7 te 
Reduction in Sterling dollar balances....................0.- 0-2 , 
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64. It will be noted that in order to arrive first of all at a figure representing 
the cash funds provided from current operations (i.e., the excess of revenues over 
budgetary expenditures), an adjustment must be made for items included in 
revenues which do not represent cash receipts and also for items included in 
expenditures which do not represent outlays of cash. When these adjustments 
are made, the net balance of cash funds remaining out of current year’s revenues 
is found to be $727-0 million. 


65. To this total should be added an amount of $351-9 million representing 
repayments of loans and advances, $1-9 million representing repayments of 
balances arising from agreements of sale in respect of Crown assets, $85-2 
million representing increases in various insurance, pension and guarantee 
accounts, and $14-9 million representing increases in sundry suspense accounts. 


66. The total of all these items is $1,180-9 million, which with cash on hand 
at the beginning of the fiscal year would represent the total cash funds available 
to the Government after taking care of the year’s budgetary expenditures. The 
lower half of the table shows how these cash funds were applied or disbursed and 
the balance remaining at the end of the year. 


67. It will be noted that of the total funds available the sum of $634-0 
million was spent in the acquisition of active assets—$625-2 million by way of 
increases in loans and advances, $2-6 million by way of increases in investments 
and $6-2 million by way of increases in working capital advances. The sum of 
$43-1 million was accounted for by a reduction in deposit and trust accounts, 
$5-6 million by a reduction in deferred credits, and $0-7 million by cost of loan 
flotations which will appear as expenditures in future years as it is amortized over 
the term of the relevant loans. 


68. Of special significance is the fact that the remainder of the cash which 
was disbursed during the year, namely $946-1 million went to reduce the amount 
of Government securities outstanding in the hands of the public. The net 
retirement of funded debt amounted to $584-5 million, but there was an increase 
of $48-4 million in floating debt, making net retirement in total debt of $536-1 
million. In addition, however, an amount of $410-0 million of Government 
securities was purchased from the public and transferred to securities investment 
account. 


NATIONAL DEBT 


69. It is estimated that the gross unmatured funded debt (including Deposit 
Certificates, Treasury Bills and the estimated refundable portion of personal 
income tax and excess profits tax) of the Government of Canada outstanding 
at the close of the fiscal year 1947-48 will amount to $15,957,381,000, details of 
which may be found on page 54. Other liabilities’ consisting chiefly of Deposit 
and Trust Accounts, Insurance, Pension and Guaranty Accounts are estimated 
at $1,243,689,000. The gross liabilities of the Dominion on Mardh 31, 1948, 
therefore, are estimated at $17,201,070,000. On the other side of the balance sheet 
there are active assets estimated at a total of $4,996,525,000, consisting of cash, 
loans, advances and investments, less a reserve of $173,253,000 for possible losses 
on their ultimate realization. If the amount of net active assets is deducted from 
the amount of gross liabilities, there results a figure of $12,377,798,000, represent- 
ing the estimated net debt of the Dominion as at March 31, 1948. 


70. The decrease in the net debt for the year is estimated at $669,958,000. 
This of course is the amount already reported as the over-all estimated surplus 
for the fiscal year 1947-48. 
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BALANCE SHEET 


The following is a condensed estimated balance sheet of the Dominion, 


together with details of non-active assets: 


BALANCE SHEET—MARCH 31, 1948 
(estimated) 


(thousands of dollars) 


Liabilities— 
Floating} Debt— 
MaturediFanded Debt:Outstanding 97 0.51 Get Li cLeae Sea, SP OLIE $ 32,460 
Stock and other obligations payable on demand.................5-- 252, 034 
Interest dite and outstanding 371). 15s eee ae a ee ee coe ee 78, 458 
Outstanding cheques and Warrants. Moe te ee ee eee ner ete 102, 000 
Post Office: Accounts td eee a LE hae 2 10, 000 
$ 474,952 
Deposit and Trust Accounts— 
Post Office Savings Bank. ..0. 5. 5. tee oes tee Pes igae ee awe 36, 750 
Indian ‘Trust Funds: pion Sones 6 oe ax gears hate urs Weer Since er eee ere 18,500 
Miscellaneous. :.2% cane oem niits oo oo Or tan es kes er ee ee eee 58, 000 
113, 250 
Insurance, Pension and Guaranty Accounts— 
Governmeént“Anniitiess, 2:4..084 86 COR, SS OAS ate eke tone es 430, 000 
Insurance Fund--Civil Services. so j2scsor - Nas HARP eTEL Sela. ee 21, 235 
Insurance Hund—Returmedmsoldiets. s-.5 pte) a. <i. cele fn bere 24, 580 
Veterans’ Insurance AccOunGicks. oe ie ears Oke alec oe ea eee eet ate 2,300 
Unemployment Insurance Fund—Cash............ ccc cece cece scene 8,400 
Other Insurante:and, GuarantyAccounts:. . uc ket con reek cles seme 750 
Civil Service Superannuation Account. -...-2... 2 one en veer ec ee 90,315 
Civil Service Retirement Fund... 7 ..5). .9d.0.8 panes eae le ae ee ee 14, 675 
Permanént, Services Pension Account: s 07 eae hee eee a eee 7,880 
Qther, Pension, Funds. ie ae Ak SBS eae eon tintin eek eee 2,800 
——__—_—__—_—— 602, 935 
Deférréd Grediteion i. SR MOS ko OR NOE Ee ee ee 3,700 
Sundry Suspense Accounts 4.4.) edi eeeal. anak «tek Uinsperts ete, «auc eran ainsi eee 29300 
Province Debt: Accounts 20 <aloccnaevaaions + tucle shauna tree son als ne edi ny ce ae ee ae oe ee 11,920 
Reserve for contingént liabilities in: wees cE Eee ad A Pe a Fae CT a 7,632 
Funded Debt Unmatured— 
Payable in Canada— 
Bonds, Deposit Certificates and Treasury Bills................. 15, 290, 807 
Refundable portion of personal income tax and excess profits tax 
(estima bed yo. ei. os picceiceh ares DN eimai ett ey Sc cea Ueto ge ners 459, 249 
Payable in-Neow YOrke. 6 .ackes ses ves ee en ie oie ore Sie on Sime canes 198,000 
Payable in London! £50. 3\ vv cee te ee ee OR ei bien cae 9,325 
15,957,381 
17,201,070 
Assets— 
Cash including investment in the Foreign Exchange Control Board and holdings in the 
Sécurities Investment Aceountsl ind. Gd A er Se $ 1,372,763 
Departmental; Working Capital Ad vancesicnn. Sitds -G Kk. Teak € + wasn tins emoeds cee aie 14,800 


Loans and Advances— 
To Canadian National’ Railways UA eedlaes .. shld, Geode 
To United Kingdom and Other Governments— 
United Kingdom, The War Appropriation (U.K. 


Finaneing) ACtf 19423 0.0. te oe ee een $ 331,479 
United Kingdom Financial Agreement Act, 1946. 1,008,000 
Hxport, CreditspinsuranceyAGt eae eee ee one aoe 466, 330 
Other (U.K. and Other Governments)........... 40,000 

To Sundry Government Agencies— 
Canadian Broadcasting Corporation.............. 2,000 
Crown! Compamiese. id ARR ee eae Seeds ee 53,557 
National’? Harbours: Board.)..40. 290. cerus Me otnsan as 85,090 
Soldier Settlement and Veterans’ Land Act....... 143,900 
PROPS ole. Jnrene vic! wi beaed oat te GRRE ote eee 14,800 
To Provincial and Municipal Governments...............00eeeceeees 
BLISS LIA BOGUS «iso 5.00 Be go ey Le oe RUS EY oo EOD cretion eT 


1,845,809 


299,347 
107,745 
9, 685 


3,673,311 
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BALANCE SHEET—MARCH 31, 1948—concluded 


(estimated) 
tho 
Assets—Concluded penuh haa) 
Investments— 
Bagh ot Canade Capital Stoek wio..c.. lisesi. ies gournc.. bewal $ 5,920 
Central Mortgage and Housing Corporation Capital Stock... .s as. 25, 000 
Canadian Farm Loan Board— 
marvenees ond Capital Stock... ..../5..:.2....2..00, 360% 21,123 
Canada’s subscription to capital of— ead ‘ 
Peuernn tus Monetary Brand .0.  s/c.!s<as ss bcd dec Lwarnenededescms 300, 003 
International Bank for Reconstruction and Development............ 65,036 
Balances receivable under agreements of sale of Crown assets...... 11,531 
IEOCVMADE CRE Cs See toe eg nt eR, Fetes DM ees 60, 204 
AE a COOGEE oe a. eons n win existe Sus de typ wih: « OAs eae Me hc : 3 306 
Deferred Charges—Unamortized discounts and Commissions on Loans................ 72, 654 
Meneame emeroARGONEI Sih lA A. eer Oe LA Le 19,384 
996,525 
Less—Reserve for possible losses on ultimate realization of Active Assets..............5--. se 253 
$ 4,824, 267 
Pee aren ar, 1040 (estimated ). 2.5 ici .s eke oles nie me ee 12,377,798 


NET DEBT—MARCH 831, 1948 (estimated) 
(thousands of dollars) 
Net Debt represented by— 


(A) Expenditures for Capital Purposes and Non-active Assets— 
Public Works— 


(CEB 4 eu cay ae Sees RI ESE A eee ap ee, eae ces. mot PLS CP Es $ 


ON hee oe ee A oes ee ee ewe ne ee meee eo ete 


te OLE AUC LGR OS 6 ooo 5.4 9 5.075, eg DFR ae hee en eal» 4 ply Hee 
Mbecotrae ENIAC COLITIS cetata. |. ep tet & free: Sie: ace Sap tee oa ars Seale ee a ete ee eee CR cnn, ae ae 
anand Picivewdkia ll wan, (old). ek «ery eon akide Aan | Sore SE ec een 
Canadian National Railways Securities Trust Stock.............. 0. cece eee eee eee 
Canaan National Railwaye Stock... «.%.> «eu csee. 0 ide pbb Rem der leer eek 
Loans and Advances Non-active— 
CReadian National Stéeamships:. cai .'.0 2h OE id er A, 
National Harbours Board— 
LOE SOC C4 Riayat, eR ahag ei ig RID be csleiy hen Re ane Bie fe teeh dyn $ 
Se rerenil 4 NReS ie REAR AR See a 16 
Pais Be am . Senie-syh> bets web beet ay tt ieee? <7 ke 
Montreal (Jacques. Cartier Bridge).................+.-08-- 
Pore colborie: Wievater 7.00 2 a ee ON ee et 1 
VCE EIOES ERY? oS 1SdIS «A Gid- « aod bids PRIS < mPa SEP eIae ewe 


Soldier and General Land Settlerientvi). cece y ealdus ovetelertetie eos wee ete oe cies ela eae re 
Spike waar and \ItOliCl SAS MANCES . rah +5 sexces bs Hea eh - Vienne et «bbe as 
Be ea Ps TN OR-CTIVOG ACCOUDUS. passe oo504 ssn cecanaa cheb wha vara eases se eka eee 


(B) Consolidated Deficit Account— 
Balance, Consolidated Deficit Account brought forward from Mails, 
hace ke eae aang Rene Seaprealil oe ae Waptag St Aas ats inane Range ees 
Excess of revenue over expenditure excluding amounts charged under 
(A) above, fiscal year ended March 31, 1948 (estimated)......... 


11, 453, 361 
674, 683 


$ 


17,201,070 


240, 092 
435,783 
338 ,003 
12,617 
9,896 
62,791 
378,519 
18, 000 


11,797 


1,599, 120 


10,778, 678 


12,377,798 
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INDIRECT LIABILITIES 


71. Indirect or contingent liabilities of the Government include the guarantee 
of the deposits maintained by the chartered banks in the Bank of Canada, 
guarantees of certain bond issues and bank loans, commitments under housing 
legislation, and certain other guarantees. 


Guaranteed Bond Issues 


72. Bonds and debenture stocks guaranteed by the Government were out- 
standing in the hands of the public in the amount of $521,949,171 as at March 
31, 1948, a decrease of $45,005,355 during the year. This decrease was caused 
chiefly by the redemption of two Canadian National Railways 3% bond issues: 
the $20,000,000 issue due February 1, 1952 was called for redemption on February 
1, 1948 and the $25,000,000 issue due February 15, 1953, was called for 
redemption on February 15, 1948. 


Guaranteed Bank Loans— 
(1) Farm Improvement Loans 


73. Under the provisions of the Farm Improvement Loans Act, 1944, the 
Government guarantees loans made by the chartered banks to farmers for 
certain authorized purposes. The amount of the guarantee is limited to 10 per 
cent of the aggregate principal amount of the guaranteed loans made by each 
bank. Figures for March 31, 1948, are not yet available, but at February 28 
a total of 41,722 such loans had been made to a total amount of $33,631,453.71, 
and the Government’s contingent liability at that date was $3,363,145.37, 
compared with $1,564,865 at March 31, 1947. 


(2) Veterans’ Business and Professional Loans 


74. Under the provisions of the Veterans’ Business and Professional Loans Act, 
the Government guarantees loans made for certain purposes by the chartered 
banks to veterans domiciled in Canada. The total of such loans is limited to 
$25,000,000, and the Government’s guarantee is limited to 25 per cent of the 
loans made by a bank if that bank’s total loans do not exceed $1,000,000 and to 
15% of the loans mamde by a Bank in excess of $1,000,000. At December 31, 
1947, the Government’s contingent liability for loans made under this Act 
amounted to $1,216,571.12. 


(3) Guaranteed Bank Loans to Acadia Coal Company 


75. P. C. 1188 of March 29, 1946, authorized the Government to guarantee the 
extension of bank loans not exceeding $730,000 to the Acadia Coal Company 
Limited to assist the company in opening and developing the McBean seam on a 
fully mechanized basis. At March 31, 1948 loans for the maximum amount 
authorized were outstanding. 


(4) Guarantees under Part II, Export Credits Insurance Act 


_ 76. Under authority of P. C. 4690 dated November 12, 1946, the Minister of 
Finance was authorized on behalf of the Government of Canada to guarantee 
under the provisions of the Export Credits Insurance Act the guarantee of the 
Republic of China of the payment by Ming Sung Industrial Company, Ltd., 
of the cost of Canadian-produced goods and Canadian services to a maximum 


oo Bo = ones 
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amount of $12,750,000 to be advanced by Imperial Bank of Canada, The Bank 
of Toronto and The Dominion Bank, subject to an agreement dated October 30, 
1946, between the Company and the said Banks, and to guarantee the securities 
given by the Ming Sung Industrial Company Ltd., for repayment of amounts 
drawn against credits established by the Banks in accordance with the agreement. 


This guarantee was made at the request of the Government of China, which 
itself has guaranteed the payments to be made by the Company and the securities 
to be given by the Company and has undertaken to indemnify the Government 
of Canada against loss in connection with the guarantees so requested. 


As of March 31, 1948, letters of credit issued and special credits established 
by the said banks in favour of the Ming Sung Industrial Company totalled 
$9,997,320.00. ‘Total payments by the banks under these letters of credit or 
special credits amounted to $6,106,850.87, and the liability of the Government 
at the end of the fiscal year is, therefore, $6,106,850.87. 


Guarantees on Land Assembly Projects undertaken by Lending Instititions 


77. Anew provision was added to The National Housing Act, 1944, at the 1947 
Session of Parliament to empower and encourage lending institutions to acquire 
suitable blocks of raw land within or adjacent to urban centres and develop this 
land into serviced lots for housing construction. Subject to the lending insti- 
tutions undertaking to develop the land acquired and sell this land under terms 
and conditions satisfactory to Central Mortgage and Housing Corporation, the 
Corporation is authorized to guarantee the total investment of the lending 
institutions in the land and development, including interest on the investment 
at a rate not to exceed two per cent compounded annually. In return for the 
guarantee the lending institutions agree to pay to the Corporation any amount 
recovered from the sale of such land, in excess of the total investment and the 
amount of the accrued interest. At the termination of the Agreement any 
unsold land in a project is to be conveyed to the Corporation. 


At the end of March, 1948 agreements had been entered into with various 
lending institutions respecting six land assembly projects. The total estimated 
investment in these projects was $1,197,267.03. No claims have been made to 
the Corporation under the provision of the guarantee. 


78. The following table shows details of the bonds and debenture stocks guar- 
anteed by the Government outstanding as at March 31, 1948: 
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BonpDs AND DEBENTURE STOCKS GUARANTEED BY THE GOVERNMENT OF CANADA AS AT Marcu 81, 1948 


Date of Issue Interest eG i 
maturity rate outstanding 
% $ 
April 1, 1948..|New Westminster Harbour Commissioners...............- 43 700, 000 
Septer: 5, 19513 .\Ganadian National). ii. at renee. acl. bye. eee tiee 43 48, 022, 000 
Aug. 1, 1952. Samet John Harbour Comin issionerss. cu 2 #3. aah tne Cee ae 5 667, 953 
July 10, (esarOanadian Nortiera rr ead. cna anaes cece oe eters oye oe 3 1, 162, 768 
Feb. ecsds. 1954-3) Canadian INa tional) 00. ee sere milter eee ee aes ae 5 50, 000, 000 
Mar. 1, 1955..|Canadian National (West Indies) Steamships Limited..... 5 9, 400, 000 
June’ .+15;..1955;.\|\ Canadian Nationale .xcsoute: tke hee due eee eee 43 48,496, 000 
Feb. +4 1,: 1900. |Canadian Nationaloning. Mote. cea, bib ches Oe a) eee 43 67, 368, 000 
July 1; 1957, "Canadian “Nationaie vel ty (ol ta ieee, Cee, ee men eee ener 43 64, 136, 000 
July, ;:) 20,;1958).| Canadian Northern: 4 92ers ee 33 5, 636, 507 
Jan. .+15,1959. \Ganadian National Mis cna. py eter ene oe ne ele Pe Bios eee 3 35, 000, 000 
May 4, 1960..|Canadian Northern Alberta............ rap aema aise ali neisees Rh 34 550, 727 
May °19,) 1961; |\Canadian Norther ‘Ontario... 4 en ce oe es oe oe 3F 8, 603, 183 
Jan 1.1962). | Grand eiarun lee sone seen <  oxit  aes snatches 3 26,465, 130 
Jan 1, 19625. Grand “Detnic Bacio sg. (7 ene acar ois aim hn ee eA oe 4 7,999, 074 
Jan 2, 19672-.\Canadian National By. O27 aD Par a bok eee ae 23 50, 000, 000 
Oct. 1. 1969.0 Gana dian WNatOR al) hoc uit niente mie eS Senin y Ene ge 5 57, 728, 500 
Nov 1, 1969. .|Harbour Commissioners of Montreal...................008- 5 19, 000, 000 
Feb. 1, 1970): |\Ganadian National t house emu d caer eae weMiee sake d 5 17, 338, 000 
Various dates 
1948-54. 03....0.. City of Saint John Debentures assumed by Saint John 
HarboursCommissionersng cat sets.. ct eetiaet eee ee Various 371,229 
Perpetial)..se. e Grand Drunk eDebenture Stock... 40... eo ch eee ten eo ees 5 1,473,495 
Me on hs haee F Great Western Debenture Stock...............0ccceeeecees 5 848, 406 
eh ETA REESE ye Grand Trunk Debenture Stock........00.0 600.0. 605 ccc s cence 4 5, 954, 741 
eee ee) ee Northern Railway of Canada Debenture Stock............ 4 27,458 


521,949,171 


79. The following table gives a summary of the Governments guarantees and 
other contingent liabilities outstanding, other than guarantees of bond issues: 


Deposits maintained by the Chartered banks in the Bank 
of Canada... ane wine) cee he ae eae 


Bank advances, re Province of Manitoba Savings Office. . 
Province of, Manitoba ,TreasunyuBille.. '8.ayers ahaseane cs 
Loans made by chartered banks under the Farm Improve- 
ment! Loans Act “1944 yaw iol, heel ieee eeu inane 
Loans made by chartered banks under the Veterans’ 
Business and Professional Loans Act............... 
Guaranteed Bank Loans—Acadia Coal Company....... 
Siar under Part II of the Export Credits Insurance 
Cb... AA aut ieee Te hee Pues ere 
Loans made by approved lending institutions under The 
Home Improvement Loans Guarantee Act, 1937.... 
Loans made by approved lending institutions under The 
Homesixtension Planes i.e. 4. AM, eerie ee 


Loans made by approved lending institutions under Part 
IV of the National Housing Act, 1944, for home 
OXTONSLOUS saree oti ehteel sft Ram Ne cal 

Loans made by approved lending institutions under 
Dominion and National Housing Acts............. 


Guarantees of Land Assembly Projects under National 
Housing Act... eRe Oe yee ne eee 


* As at Feb. 28, 1948. 
** As at Dec. 31, 1947. 


$519 211,261 
4,344,078 
3,350,000 


3,363, 145* 


1,216 ,571** 
730,000 


6,106,851 
32,861 


1,959 


5,554 
Indeterminate 


AOD au 


SUPPLEMENTARY DETAILED TABLES 


REVENUES 
EXPENDITURES 
LOANS AND ADVANCES AND INVESTMENT 


UNMATURED FUNDED DEBT 


85 


86 


STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS 
(Thousands of Dollars) 


Estimated 
— 1943-44 1944-45 1945-46 1945-46 1947-48 
$ $ $ $ $ 
Tax REVENUE— 
Direct Taxes— 
Direct Taxes on Incomes— 
Individual Income Tax......0..... 813,485 767,755 691,586 694, 530 659, 828 
Tax on Interest and Dividends.... 25, 671 21,000 26, 824 28, 428 33, 929 
Taxes on Rents and Royalties..... arg 1,546 1,486 1,708 1,960 
Corporation Income Tax.......... 311,379 276,404 217, 834 238, 792 364, 131 
Excess\Profitsy farsa sient ss 468,718 465, 805 494,196 448, 698 227, 030 
Total Direct Taxes on Incomes..| 1,620,175 | 1,538,563 | 1,431,926 | 1,412,156 1, 286, 878 
Succession) Duties... 0.4 ee eeoss oe 155020 17,251 21,447 23,576 30, 828 
TotalsDirect: Taxes... ore 1,635,495 | 1,555,814.|, 1,453;373,) 1)4385, 732 1,317,706 
Indirect Taxes— 
Customs Import Duties..........0+. 167, 882 115, 091 128, 877 Ooi oon 293,012 
Excise Duties— 
Spirits, mal ete ice veaee ee ene 65, 922 428183 91,274 97,820 97,675 
Cigars, cigarettes and tobacco..... 79, 906 83, 142 98 , 228 101, 163 102,116 
Hicenees 638d Ro ae iene 3é 37 39 40 37 
Less Retundsclh. dase aes kee —3,741 —3,390 —2,815 —2,979 —3,034 
Total Excise, Dutiesii- eae: ee 142, 124 151, 922 186, 726 196, 044 196, 794 
Excise Taxes— 
Taxes on Commodities— 
Sales Tax: pa..s. 2. ence ee 339, 256 404,109 326, 253 328, 073 383, 012 
War Exchange Tax)... GA 118,913 98, 164 41,198 DOS acc Boe 
Automobiles, rubber tires and 
LUDOS eee conse oo eaten ees 6, 000 6,480 6,701 16, 340 31,949 
Baverages: @., 4.06. aieusat ae 19, 059 19,442 16, 657 18,635 23, 767 
Candy and chewing gum.......... 12, 602 12,874 11, 904 13,277 18, 279 
Cigars, cigarettes and tobacco..... 54, 688 62, 306 70, 229 76,318 68, 606 
Cigarette papers and tubes...,.... 6, 159 6, 658 4,645 6,943 6,419 
Electric and gas appliances........ 3,032 4,057 1,272 7 2,824 
HUB Wiis Khe ed ee eee ee 4,199 5, 21¢ 4,976 3,102 3,139 
CTASOLINOS . .1aPOLe sic case cole ea aaa 24, 930 29, 671 29, 836 36, 220 2, 208 
Matches. and lighters)... 2,874 3, 117 3,675 4,688 3,967 
Phonographs, radios and tubes.... 491 1 646 2,526 5,326 
Special excise on importations..... 508 545 787 1185 Oia BGs 
SUE AT Ass setae se eae ec eae eee 13, 048 11,744 9,974 11,339 10, 572 
Toilet preparations and soaps...... 5,327 6, 347 7,107 7,022 7,146 
Trunks, bags, luggage, etc......... 4,170 4,134 4,711 5,710 4,962 
NV OIRGS commie ec uetiarc ee en eel z 1,710 rie 2,066 2,394 2,342 
UTC penis ke cron rene merry trate a 2,579 2,977 3,811 | 5,109 4,716 
Taxes on Amusements and Services- 
Amusements: ose Geesiet ee ice 12,019 12, 284 13,387 14, 552 15,369 
Tax on pari-mutuel bets........... 1, 683 1,904 2,188 2,510 2,919 
Transportation and communication 22,379 24, 205 26, 893 27,931 27,531 
Stamps, including payment of taxes 
on jewellery, chinaware, cabaret 
attendance, ete. We. «nye, wed 16, 734 18, 296 21,697 24,437 24,301 
Licences, interest and miscellaneous 331 369 302 313 376 
Less refunds (mainly sales tax).... — 34, 342 —194,719 | —114,005 — 29,845 —10, 685 
Total lixcise 7 axes4. 0.4250 eee: 638, 619 543, 065 496,910 579, 024 640, 758 
Other Taxes— 
Chartered bank note circulation... 457 350 270 220 188 
Insurance Companies.............. 6,481 7,182 7,951 8,796 2,960 
Miscelignedisec oc ces ese. 753 702 751 690 613 
Otel AnGireGt | LaxeSy sccisis« «ee 956,316 818, 312 821,485 | 1,022,129 1,134, 325 
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STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS—Concluded 
(Thousands of Dollars) 


Sea. Estimated 
1943-44 1944-45 1945-46 1946-47 1947-48 
Non-Tax REvENUE— ; . $ $ $ 
OOS aL TS oe 61,071 66, 056 68, 613 72,978 i, t08 
Return on Investments.....:........ 48,281 60, 749 70,915 69,439 75, 800 
Bullion and coinage................. 8,732 4,586 4,954 * 2,098 1,730 
Premium, discount and exchange.... Ds DE Yow.c.< «hui Peet Re te Fk ae oe ee 3,900 
TE EE ee ae ean Se 13,045 14, 080 16,322 16,355 19, 000 
Total Non-tax MOVOTO. 55 6405 133, 283 145,471 160, 804 160,870 178, 188 
Total Ordinary Revenue.......... 2,725,094 | 2,519,597 | 2,435,662 | 2,618,731 2,630, 219 
Specrat Recerers AND CREDITS— 
Refunds of previous years’ Special 
OOS ee Ag ae eae inn oe) 221 53 20 10 4 
Special Receipts—War Appropriation 
ea Beare at ai RIN 98,918 | 352,918} 626,616 | 412,763 225, 764 
Donations to the Crown............... 216 177 161 170 138 
Canadian Wheat Board— 
Reduction in Reserve Account....... 2,971 BOY loses oe Oks mek Lee sat r re Peer ete ke ae os 
Surpluses in certain special accounts..|............ 2, beer ipoees see 1,762 16 
Canadian National Railways— 
Net credit due to increase in Cana- 
dian National Railways Securities 
ATUSG BtOGK LOONETA) canes 6. cee dss 37,838 22,400 pp ag NS Ee ee ee oy ale we A erie 
Investment in Crown plants trans- 
ferred to Active Assets............ 53,448 7,143 174 2,053 1, 250 
SRS Oa SR a! PY ap Re | 20. Bae cn loe FAG [Ree ete Cee Ree te tants eae ihe > de mabe 
193, 638 385, 905 649, 602 416, 758 227, 082 
Capital and Non-active Accounts— 
Capital Accounts— 
Refunds of previous years’ 
RAE IEE 6 rcissainl s. 8 Co olhyine ae. ¢lud.she 93 728 376 110 62 
Non-active Accounts— 
National Harbours Board, reduc- 
Lipa or indebtedness us... 6. i -Siiadenasiacde's 1D: leatetireaces 10 82 
1936 and 1937 Saskatchewan Seed 
Grain Loans Guarantees— 
Adjustment pursuant to The 
Western Provinces Treasury 
Bills and Natural Resources 
Petiinnnee aot. 8047 ot eo 5 Tl ned Sait Pewlnc on Gin ee (ce eee Ie aes ee 9,773 
Canadian National (West Indies) 
Steamships, Limited, reduction 
Gt GBNEDTEANORA, |. fF. 5. ease 164 iy Re ee te 1,105 256 
Canadian Pacific Railway— 
Repayment of loan made under 
Unemployment Relief Act, 
MURR ORE Te Ft Cee ot Coie a ak TOO Be ose ehals wtin BY vo, ee ves Cs [aca e's ORR ete deta mere 
Write-downs to Consolidated 
Deficit Account— 
Canadian National Railways Secur- 
ities Trust Stock—reduction due 
to retirement of equipment dur- 
Smmemdar year 100d... 25. 1. VbDed. « ara ied... BESS foots tive 1,308 1,885 
Seed Grain and Relief Loans.... 29 36 45 54 50 
Total Capital and Non-active 
ree et aunt. Sec ssa. 1, 286 1,332 421 2,587 12,108 
Total Special Receipts and Credits.. 194, 924 387, 237 650, 023 419, 345 239, 190 
POTas BRevantes coor. Cees «2.4.4 2,920,018 | 2,906,834 | 3,085,685 | 3,038,076 2,869, 409 
Less estimated amount of refundable 
Income and Excess Profits Taxes.. 155, 000 219, 500 72,500 20: 200th, BHA HIN. 
Net Totat REVENUE..............:- 2,765,018 | 2,687,334 | 3,013,185 | 3,007,876 2,869, 409 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS 
FOR THE LAST FIVE FISCAL YEARS 


(Thousands of Dollars) 


1943-44 | 1944-45 | 1945-46 | 1945-46 | Estimated 


1947-48 
$ $ $ $ $ 
ORDINARY EXPENDITURE 
PASVIOUILUTE. 5: deises ety ce 1s Bigs Er eee 8,841 9,424 10,319 13,300 16, 284 
Auditor General’s Office................. 348 361 379 390 405 
Civil Service Commission.............+- 456 461 479 593 670 
External Affairs, including Office of 

PYaye MISO Ce oss otis stern a ata wees 1,596 1,974 4,583 5,216 7,624 
Finance— 

Interest om Public: Debt... nue < 242,681 318,995 409, 134 464, 395 445, 455 

Cost of Loan Flotations and Annual 

Amortization of Bond Discounts and 

COMMISSIONS Leco.s cn Matec eee a ae 19, 285 20, 679 22,311 12,139 10,917 
Premium paid on redemption of called 

Bonds. Phase. > ee cake wat GEE AS, RA hs te, ee be ee eee ee 5,842 71 50 
Subsidies to Provinces..............--- 14,449 14,445 14, 447 14, 383 33,394 

Miscellaneous Grants and Contribu- 

TIONS sc oe ee ilo teh, SAME on wi oe ee 528 531 617 95 113 
Civil Pensions and Superannuation..... 356 325 293 253 228 
Government contribution to Superan- 

MHAGION PUM iis, os vies ceie ms oo eee 2,299 2,341 2,696 Seek 3,489 
Old Age Pensions, including pensions to 

DHHG Persons occ k sees eke sete 30,377 32,187 | () —]| () —} -(*) — 
Premium, Discount and Exchange.....|............ 16, 348 14, 734 Oiled. WA scholastic 
Compensation to Provinces under 

Dominion-Provincial Taxation Agree- 

ments— 
Income and Corporation Taxes..... 83, 678 82,977 94,343 94,380 - 122,497 
CT ASOLIIG (URNS ks teh al Veet 11,757 10,357 3, 709 SO Lie sais wee wari 

Administrative and Sundry Expendi- 

PRUE, Ohashi t ates die nas Suatreca eRe cane 4,472 4,724 7,569 3,599 11,389 
FaSivOries th, olcae ates: Hee ee ns ee 1,696 2,159 3, 262 3,599 4, 236 
Governor General and Lieutenant Gov- 

OPHOLS tac. chips eis ate a Penie ddanas ere eee 222 223 227 252 233 
BRSUTANCE «ch Bede ce as cv he BOR ee eae mee 183 185 199 212 254 
VUStIOG ec ais POM more> see Erne Fee ae 2,673 2,696 2,848 3, 194 3,914 

Penitentvaries toc snicw 8 made & ce _ 2,799 2,936 3,258 3,806 4, 663 
POD OUEAs > sede ean owan wateiterunchso ate 1,170 1,446 1,620 2,010 2,295 

Unemployment Insurance Act, 1940— 

Administration... < och sc cacdscntee 5,171 5,113 6,185 7,496 17,624 

Government Contribution........... 12,344 12,746 12,514 15, 200 17,500 
Government Annuities— 

Payments to maintain reserve....... 32 257 294 977 750 

Legislation— 

Flouse of Commons... sc sce cca 1,915 1,612 2,235 2,786 3,161 

Library of Parliament............ ay. |) 3 ive re} 74 90 104 

POOTIALO es RNR Reelin Ca ka Win ck «ie At ieee 562 485 Nae 881 951 

CSGMOLAL EU ces cli tee ca eens 86 95 98 167 270 

Chief Electoral Officer, including elec- 

TONG AUS athe tecaisiads ever sewn icaee. 88 179 3,091 144 129 
Mines and Resources— 

AGIOINSTTA TION ied se ih ole nas here aoe 167 168 164 173 263 

Tnamigration: eu cent eenenne tides 1, 262 1,309 1,524 2,047 2,806 

Indian AL oes a weet cue icay aacaate tee 5,177 6, 162 4,466 5,948 7,174 

Lands, Parks and Forests............. 1,586 1,831 2,689 A QEAY och te 5% wick ets 

Lands and ‘Development Services. . 4.31... deuce. bis. ee ee eee es eee 5,738 

Surveys and Engineering............... 1,272 1,610 1,323 SOMA che sranla 2 pie 

Special Projewts sy iii.) Re ecco os FNS a SG Se Rese, Pd ol ied at. ea ee 2,534 

Mines and Geological Survey.......... 1,125 1,216 1,303 Li OEE | crennstunininuciaiale 

Mines,.Forestsand :Scientific Services|». 2cse aode.| steak. Can ve-| << ayant eis 5,530 
Munitions and \Sapply...... OR «ss 00.208 14 19 | () a eG) (?) os 

Dominion Fuel Board Administration 

Coal subsidies and subventions...... 2,165 2; Tae (?) = (?) sro) 4() = 
National Defence— 

VA Gi MIST AtIOn ery hE Ae ate Aare niaele 36 33 38 28 235 

Dumdry Servidesti..... Leeds on. ood 32 34 89 225 402 
National Health and Welfare............ 1,617 1,725 7,294 8,616 11,040 

Old_age pensions, includingp ensions to 

blind -perlsonsanpet «se rickens geen (3) —| () — 33, 715 35, 928 58,090 
Pemil¢ allowanesed. 5::. ates, OE... Se ae a ee 1726682 245,141 263, 165 


—_—-—_ __ 


(1) See Department of National Health and Welfare. 
(?) See Department of Reconstruction and Supply. 
(3) See Department of Finance. 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTM 
FOR THE LAST FIVE FICSAL YEARS—Continued mrlge 


(Thousands of Dollars) 


SSS eeOOoOoO0O0woeOoeoeooooaoqoalé>leqoO@n@n9nO0oO7T7TS0anma99D eee ooo 


acne x Estimated 
1943-44 1944-45 1945-46 1946-47 1947_48 
$ 
ORDINARY ExPENDITURE—Con. , ; F : 
National Revenue (including Income 

3 eee eee ete Maat Aghia ns 4p» star’ 17; 721 20,114 22,630 28, 551 37,315 
National War Services.................. 547 838 5 ANY, s OEY 
RR PCE Py ee so re Pees Skis ee ests 48,485 54, 629 57, 730 64, 213 67,800 
Sp Re OV Se oa ee 80 81 419 808 1,300 
Tolhe | og NAG gc fy ais tierra anna 124 124 137 149 163 
Public Printing and Stationery.......... 235 232 238 293 579 
RPE VOCE, Ste nd, |. os lee shes cso ss 12,281 13, 169 16, 283 26,360 35, 620 
Reconstruction and Supply.............. _ 969 2,103 1, 932 12, 087 
Dominion Fuel Board Administration, 

Coal subsidies and subventions (4) — (4) _— 2,339 12:76 17972 
Royal Canadian Mounted Police......... 6, 678 7,183 7,284 8, 604 10, 460 
eereIary Of OUAtC.. 6c. esi cece seed: 831 864 954 157 1,362 
ree tt GINO OR. c0.-d. 5. 62 es ones wes 4,196 3,497 4,053 7,361 8,366 

Petia AUHINO AGG oo a. re ceo es eo be 2,089 2ooe 2,303 2,415 2, 647 

Mail Subsidies and Steamship Subven- 

La posed doc <A oc gia IRIS CE eee ran, a 800 869 994 1,103 (5) -- 
Transport— 

PAT OVE 00 i a ery 397 402 418 491 594 

Ee es eildes cts Sbeie.o waco a tet 3,593 3,939 4,196 5, 653 10, 483 

Re CE VIER. ss sods cae rece sa eke 4,504 4,897 4,893 5,964 6, 852 

atlways and Canals........<..«s...:. 4,107 4,294 4,415 4,709 5,343 

Maritime Freight Rates Act.......... 5, 058 4,733 4,345 4,871 5,091 

Mail Subsidies and Steamship Sub- 

ventions, including Canadian Mari- 
RYN ARC ASENAT ISNT © 8.51. Bitte Bs avn 2.0 bi [Ea ore wn nea all lelo's « a aie GALS admin ee aura eeReNee comas Lee 1,773 
Veterans A ffairs— 

Departmental Administration......... 176 196 1,142 1,680 1,743 

Pensions (War 1914-1918 and military). 38, 998 39,372 39,996 40,771 41,113 

War Service gratuities and re-establish- 

PETE DOTOUIIG.. . ets. s sk eee Roe hs — 20, 228 (8) ~~ (8) —| (8) = 

Treatment and after-care of returned 

soldiers and allowances to dependents 14,050 19,845 28,551 44,303 47,019 

Soldiers Settlement and Veterans Land 

aie sey eile Fie paresis 7 837 1,391 3, 160 6,551 8, 087 
Total Ordinary Expenditure..... 630, 381 767,376 | 1,061,902 | 1,236,235 1,382, 545 
CaPpITAL EXPENDITURE 
PALS PS ee ae a 692 630 2.a10 2,654 3,820 
rN WY OEE es she amen gan eee ot © 1,930 2,534 2,195 8,546 12,641 
Total Capital Expenditure... 2,622 3, 164 4,508 11, 200 16, 461 
Wark, DEMOBILIZATION AND 
RECONVERSION EXPENDITURE 

National Defence—Defence Research.... — — — 4,090 
National Defence—Army— 6,001 

Ch ge os yn er ot 1,312} 348 1, 243, 733 935, 006 208, 106 

Internment Operations.........-...... 1,100 1,580 1,002 135 

Inspection Board of the U.K. and 

JS a | Sees 10,522 8,362 6, 124 = 86, 627 

Inspection Board of Canada........... -— — — 819 

ee ee 4,835 8,080 7,446 8, 064 

1,328, 8065 1,261,755 949,578 219,124 86,627 
National Defence—Naval Services...... 369,556 417,099 241,759 64, 873 48,795 
National Defence—Air Services— 

Overseas War Establishment.......... 383, 888 759, 070 oh — 9 

Overseas Operations..............--+5- -- — 197,076 4,779) 

Home War Establishment............. 312, 761 227,942 -~ — y 

Western Hemisphere Operations....... — _ 108 , 032 37, 697 58,130 

Air Eenining S000 Pa wees ae ee 233, 893 272,342 * — 

Training Organization................. - — 74,770 11,965 

Repatriation and Demobilization...... — — 72,153 16,325) 


(4) See Department of Munitions and Supply. 


(5) See Department of Transport. 
(©) See War Demobilization. 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS 
FOR THE LAST FIVE FISCAL YEARS—Continued 


(Thousands of Dollars) 


ey 1943-44 1944-45 1945-46 1945-46 | Estimated 


1947-48 
$ $ $ $ $ 
War, DEMOBILIZATION AND 
RECONVERSION EXPENDITURE—Con. 

National Defence—Air Services—Con. 

Restricted Servicing Units............ — - 38, 623) — | 

General Servicing Units............... — _ ey 17,109] 

Surplus Equipment Units...........-~. — = 815 

Headquarters and Commands Admin- 

UStTAa LION, peels aie. nko tee eee ee oe ee —_ — 17,880 11,315 

Suncey 535s oe oe ee cee 124 102 97 84 
930,666 1,259, 456 624,330 99,271 68,130 
Reconstruction and Supply (formerly 
Munitions and Supply)— 
Administration, reconversion and 

operation of Crown Companies and/ 

or Crown) Plants... 5. taaiee see a es — co ne 10, 784 2,500 
AC MInistration yk ey ai. a eee 9,957 8,841 6,858 4,140 1,425 
Housing Developments................ — — — 33, 163 38, 620 
Production and transportation subsi- 

dies for Canadian steel producers, 

Be oo ens AAR Me oie cot ake Be Me es ie oe ROME ter i ce MIRE Pg celia hae ke le 7,840 
Research and development of jet en- 

PINES aud ACETAL. < 25.1. Boeeiae ce ou Pood owe SAE AS crete oe AP arte Gen olen Cm 4,500 
Expansion of Industry ....2.2eud.. 0. sens 672,804 205, 039 112,675 tepals eel ssIa es . 
Emergency Coal Production Board.... — — —_ (p12; 668iaaxtue. cage. 
Acquisition of U.K. Assets............ 5, 000 1, 964 SHUNT Gh 5 REA S RR | SEPA aI «ov 
Acquisition of U.S. Assets............. — — 1,906 eee MK, BAAS 
Liquidation of Contracts.............. — “— — 21, 620 1,065 
Termination of Contracts.............. —_ —_ 151,846 55, 200 6, 600 
National Research Council............ 2,640 2,932 2,385 4,005 prZo 
RUNG PV okt oe Mees. ce are centr a —_ Sy isa 5,565 665 

690, 401 218,776 278, 807 147,140 63, 2356 
Agriculture— 
Disposal of agricultural products ren- 

dered surplus by the war............ 1,876 1,194 354 958 8 
Freight assistance on western feed 

GUNG 1 ans Hess Se Ae i vlameeontaetenal uae et ees 17,754 15,943 17 Shy 18,828 20,005 
Fertilizer subventions “and freight 

BIOWARE oe iis esse pokes ik beau none anoeene 903 446 438 DBSAlas o.6 seh kets 
Subsidies and bulk purchasing of fer- 

CIIEZOES comet re che ty ees kc eae — — — — 597 
Subsidy on western wheat used ex- 

clusively as feed for live-stock....... 4,500 7,471 7,864 6,474 4,421 
Subsidy on milk and milk products... 29,505 42,330 41, 659 36, 759 1,865 
Premium on hog caracsses suitable for 

EXVGT UO Ko. cit tee nent enka 3,855 14,091 9,573 4,506 5, 632 
To provide for reserve stocks of feed ; 

GEAINS ia chee cee treet ee ee te 1,292 715 1,274 1,551 434 
SUPRA Wop gee MIN AMM tear ce Nery Arua at Seca 4,608 5, 864 4,499 Litas 351 

64, 293 88,054 82,978 T1116 83,313 
External A ffairs— 
Contribution to International Refugee 

Organization. 3.20%. 5 RU cc 5 STS ORS TEMAS) oe TGR ve W031. MR as eee eee 5, 468 
General postin RRA relies 2s ea ee PNP ea ne re odes hee OAL SE re ie 16, 960 
POEM fy, 0c We rl ac, ce I Re ee 640 296 383 837 43 
‘ 640 296 883 &37 22,471 

Finance— 
Comptroller of the Treasury........... 8, 404 9,216 9,369 6,072 1,883 
Payment of premiums on the purchase 

of Dominion of Canada Registered 

Sache A tee aes a ay ye 13 14 12 eI 8 
Wartime Prices and Trade Board— 

Adrainistration: . oo. 5 BUM be 13,705 12,720 14,753 12,738 6, 060 
Subsidies due to application. of Order 

placing a ceiling over all prices....... 81,519 107,338 97,819 88,778 34, 500 
Advances for payment of drawback 

claims to millers and other manu- 

facturers of wheat products.......... 20,500 19,700 14,750 26,000 17, 000 


—. 


(7) Included in previous years in Expansion of Industry. 
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STATEMENT OF EXPENDITURES BY MAJOR C 
FOR THE LAST FIVE FISCAL 


(Thousands of Dollars) 


ATEGORIES AND BY DEPARTMENTS 
YEARS—Continued 


— 
“SS | — — — — _——=—_=[=[=[{[[_=__=_=_=_=""Bhnan"u_=_—"1 


Wark, DeEMOBILIZATION AND 
RECONVERSION EXPENDITURE—Con. 


Advances to the Canadian Wheat Board 
to cover deficits in certain Board 
eo Se a ee ree ee 

House Conversion Program........... 

Old Age Pensions, increased benefits.. 

Halifax V-E Day disorders and explo- 

le on ee 
ayrnent of Claims::.............i<.. 
Expenses of investigations........... 
OO te" a ae ee, et on eer or 


Labour— 
MEE TOLATAINING. cocaine wisn os 0 es 5 > 
Training aircraft mechanics........... 
National Selective Service program... 
Removal of enemy aliens from pro- 
PO OT a Pant rene 


Vocational training for discharged 
members of the Canadian Armed 
CL ee eee ans See 

Vocational Schools—Payments to 
RM IB disc ie s'eicisn ie Vee tle es be 

OS NG Og eee Oe Se hs Re oe eine ee 


Mines and Resources— 
Prince Rupert — Terrace — Cedarvale 
DARIAN ride sg tiescniers vies 6 o's hes 
Employment of Japanese.............. 
PPE OLOGTEDIY 8 6:.6h:6< wo cea coiau 
RD inte NS a's suey 


National War Services— ; 
War Charities—Auxiliary services..... 
UNE TESCO SO OR ARREARS Dia iene 1 Ole Ana A 


National Health and Welfare— 
Old Age Pensions, increased benefits.. 
FIA oe ck Se ths, Mekoin «90 xkele.s 


Privy Council— 
Canadian Information Service (form- 
erly Wartime Information Board)... 
RO Nae hc icin a ore ti bem dn 


RMEUSIUET WECM occa ass acucneseverweasads 
Royal Canadian Mounted Police.... 
Trade and Commerce— 


fo Ae eee er 
Acquisition of airfields and works 
from. United States Government.... 
Veterans Affairs— 
Treatment— Defence Forces........... 
Pensions— Defence Forces............. 
Additions, alterations and improve- 
ments to departmental hospitals, 
including land purchases............. 


(8) Included in Special Expenditure. 


(?) See Department of Reconstruction and Supply. 
(10) See Department of National Health and Welfare. 


1946-47 


Estimated 


1947-48 


_—__ OO — | | 


759 
86 
845 
6, 467 
4, 267 


8,798 

745 
9,543 
9,941 


66,600 


1,632 
176,519 


11,098 
2,137 


11, 238 


1,229 

43 
1,272 
6,205 
4,775 


1,772 
1,772 
15,018 


988 
136, 875 


15 
11, 230 
3,161 


13,049 


fut) Included in ordinary expenditure (Unemployment Insurance administration). 


(2) See Department of Finance. 


(3) Included i in Pensions and National Health. 
(4) Included in Department of External Affairs. 


Ce © ea oe 


ve tthe ee se @ 


ee | 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEPARTMENTS 
FOR THE LAST FIVE FISCAL YEARS—Continued 


War, DEMOBILIZATION AND 
RECONVERSION EXPENDITURE—Con. 


Veterans Affairs—Con. 
Post-discharge rehabilitation benefits. 
War service gratuities and re-establish- 
mient Credits. Ure Jas cooks cope Os 


Pensions and National Health— 
Treatment— Defence Forces........... 
Pensions— Defence Forces.:...:...<.4.- 
AIT ROL PrECAUTIONS: (Ub lee ted an 


SUN GIA’ oe ck eee oss Ns ee tae ae 
Other: Departments: *. ioc. tet te eae 


Write-off of Air Training Plan Loans and 
Advances as per United Kingdom 
Financial Agreement Act, 1946......... 

Mutual Aid (excluding administration)... 

Military Relief 

Canada’s Contribution to UNRRA...... 


Total War, Demobilization and Re- 
conversion EXxpenditures............... 


SPECIAL EXPENDITURE 


Agricultural and Relief Projects......... 
Prairie Farm Assistance Act, 1939— 
ACIGINIStPALIOn Jo lek cs, Ate oe eee ee 
Advances to Prairie Farm Emer- 
DENCY a HMC sere. Vuk ne et ee eee 
Wheat acreage reduction plan— 
—IVLNINISEPATION®.... <> comet. ee 
Payments of awards to farmers...... 
Deficits—Canadian Wheat Board 
Provision of reserve to meet deficits 
resulting from the operations of the 
Canadian Wheat Board not previously 
provided for 
Subsidies on oats and barley used as feed 
for live stock— 
Dept. of Agriculture 
Reimbursement to Canadian Wheat 
Board for expenses of regulating 
deliveries of grain— 
Dept. of Trade and Commerce 
Reimbursement to Canadian Commer- 
cial Corporation for expenses in pur- 
chasing materials, etc., on behalf of 
Dept. of National Defence—Dept. of 
Trade and Commerce 


Total Special Expenditure... 


ne 


1943-44 


(Thousand of Dollars) 


1944-45 


1945-46 


1946-47 


Estimated 
1947-48 


Cr 


2,468 
co 


1,165 
32,759 


32,131 
239, 585 
174 
328 , 359 


96,762 
318, 325 

273 
508,439 


78,300 
84,135 
5 

237 , 025 


wae eee e rere eer lorer ere ere eee erties eee er ese erert|eeeereeeeset & 


792, 200 
60,199 
11,093 


766, 862 


Cr a cr re 


Cs i er 


Cs 


es 


— | Ef SS LS 


SS 
— J | 


848 


i cy 


3,869 


188 
1, 295 


261 
1,707 
(8) 


ee 


Ce 


cee ee eee ee ee 


seer errr ce errr te ee eeesreseeortos ere eeerese 


eee eee eee ere reece eestor e see ecere vests reresereseesisoseereses overt soeeeeeeeeeesr 


see ere e rte reece eseecortreeereseseevrers|seeeoereseeereris eevee esesee se 


eee eee eee eres eerie eee eece eer ee elo eevee eere ser forse seeere eee l[e ee eero veers 


—_——— — — | | | 


(45) Included in ordinary expenditure. 
(16) Deficits charged to the War Appropriation in 1944-45. 
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STATEMENT OF EXPENDITURES BY MAJOR CATEGORIES AND BY DEP 
FOR THE LAST FIVE FISCAL YEARS—Concluded aida 


(Thousands of Dollars) 


oS SSS SE ee ee ee ee ee ee en 
——eoaoeoeoa—_"SoO00—0?8—?—0—~™—$m0—=$OTm0NRReDDOS eee.  —e___—eeee>e>==x_sK«{ Or 


GOVERNMENT OWNED ENTERPRISES 


Losses charged to Consolidated Deficit 
Accoun 
Prince Edward Island Car Ferry and 
UMMA Sia A Son MSE Rats itis os @ a'« ctidded 
Canadian National Railways 
Trans-Canada Airlines 


Total Charged to Consolidated 
Dei ACcount. . .idsoscscn- 


Loans and advances non-active— 
National Harbours Board............. 


Total government-owned enter- 
a eS | ea amemnee! P. 


OTHER CHARGES 


Write-down of assets chargeable to Con- 

solidated Deficit Account— 
Reduction of soldier and general land 
BOT LOMiCMt LOANS. 5 sank oh eso, 228s 


Estimated 
1943-44 1944-45 1945-46 1945-46 1947-48 


ES EEE = , 
——<$—_$—$ _____ ——_—$ $< ———<____—. 


ane eS en —— 


1,307 1,358 1,334 10, 682 18, 697 


LAG IRGAEH ING SCN Sa Ue a) SR 8, SE) FI (eR BR UR ke A, Mek on] (be ae EA 129 2,097 


Yearly established losses in seed grain 
and relief accounts— 
Department of Mines and Resources. 
Cancellation of Canadian Farm Loan 
Board Capital Stock Ase ..6.. . ass Ak 
To provide a reserve for possible losses 
on ultimate realization of Active 


Provision for reserve for conditional 


benents under Vaterans’ Land Act....]. 0.0.0.5 c005] cere acncteilt 464 2, 663 4,505 


Canadian National Railways Securities 
Trust Stock—reduction due to retire- 


Pah OF SCUIPUTIONt. 1. «56 once a 5 s.c nk a [vce 6 ow ae dpe hs no's wie pee) A ne oe 1,308 1,885 


Canadian National Railways Securities 
Trust Stock— 

Net changes in Dominion’s equity in 

Canadian National Railways........ 


Total other charges......... 


Grand Total expenditures... 


a | | 


—— | | | | 


5,322,254 | 5,245,612 | 5,136,228 | 2,634,227 2,199,451 


ee 
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ANNUAL CHANGES IN ACTIVE LOANS AND ADVANCES AND INVESTMENTS FOR THE 
LAST FIVE FISCAL YEARS 


(Thousands of Dollars) 


Fiscal Years Ended March 31 


Estimated 
1944 1945 1946 1947 1948 
$ $ $ $ $ 


Loans and Advances 


RAILWAY AND STEAMSHIP COMPANIES— 


Canadian National Railways........ Cr. 3,907 83, 608 43,614|Cr. 20,521 81,717 
Canadian National (West Indies). 
Steamshipssotedit. oh. Gi ee eet Ce ee eee Cr. a5. Sh een te eee 

Net Total, Railway and Steamship 

Companies ey hank bias Meawa erste a Cr. 3,907 83, 608 43,164/Cr. 20,521 81,717 

SunDRY GOVERNMENT AGENCIES— 

Canadian’ Broadcasting ‘Corporations? . 465 sah os os sass’ «fo teoud Sass Popa) oe Se ot 
National Harbours Board........... Cr: 127 8|Cr, 66 151/Cr. 26 
Soldier Settlement and Veterans} 

Land Ava s He OR as eg LE Cr. 2,090 3,948 18,677 55, 202 35, 966 
Sundry Crown Companies........... 63,317/Cr. 16,774|Cr. 20,087/Cr. 49,948 9,146 
Sundry Crown Plants, privately 

IMNANASE BO asia dd hse eteh ee wie te Ae 57,007/Cr. 10,909/Cr. 4h OOTICE. © 4121 arene ac. 
Other eee. oe aah. |. .c Picts yee Cr. 11 38|Cr. 40 Jaraur Gre” “di, 632 
Net Total, Sundry Government 

WA PONCIES sien tea ein gc Ua gie stents ee las 118,096/Cr.  23,689/Cr. 6, 513/Cr. 9,763 33, 454 

Provincial and Municipal Governments. .|Cr. 437 15,599)Cr. 4,350/Cr. 2,530/Cr. 63,629 


| J | | 


Unitep KINGDOM AND OTHER GOVERN- 

MENTS— 
United Kingdom, loan under The 
War Appropriation (U.K. Financ- 


ING) ACh AG? eave sh Ga eran ss ae Cr. 42,392/Cr. 55,098/Cr. 63,946/Cr. 95,800/Cr. 111,285 
Union of Soviet Socialist Republics— 

Loan for purchase of wheat.. O68 7c: hace ee Cr. (2,500iCr. 5, 000/Cr. 2,500 
United Kingdom, Australia and New 

Zealand—Air Training accounts. . 5,403 81,586|Cr. 249,50/4Cr. 2) MOM O S 
United Kingdom—British Common- 

wealth Air Training Plan—Settle- 

TON Eee hee NAEH Said el anette a woe eet 200; OOO). .0kles ue Ce. CROW OOO Shares BRR Aes 
United Kingdom, food advance ac- 

COUN ESAs oyreivs oe ares sree cue oes meee 13, 244 10, 613}Cr. WSiNGe:) BSilyS0Ne. Aree 
Export © rodits: Insurance. Action cd cals onus cee alee akinges Oee 67,412 267 , 983 130, 830 
United Kingdom Financial Agree- 

ment Act, 1046. ,cn LGN) Weta « vas. Aan tele o coe. IOs bird ce bind ys nue ee OnS 640, 000 368, 000 
War-Supplies;-Litd circ aidreeecek a Cre Mb B84 Orr Tbe EBS) ccs oe tera Rls tbls oe ocean ta emia iame eneae 
Other (U.K. and Other Govern- 

MONS) sss thec e340 Mee Ae ee 16, 766)Cr. 4,215 123,308}Cr. 139,114/Cr. 3,314 
Net Total, U.K. and Other Govern- 

PAENIG. cae Ge Sas Shae ud Se wee 190,220/Cr. 38,272)Cr. 334,541 646, 766 381,731 

MIscELLANEOUS— 
Dominion and National Housing 

ARES Sica cs Ce MRE rat eee ee Cr 532/Cr, 1 240iOrs | 2 18720) ee eee eel ee es 
Sundry munitions contractors etc., 

(Department of Reconstruction 

OU Sop Wyss sae eas «pee oa ee Cr. 3,964 7,975|Cr. 757|Cr. 10,868/Cr. 610 
Sundry Loans and Advances......... Cr. 61/Cr. 74\Cr. 74\Cr. 4 4,153 
Net Total, Miscellaneous............ Or; 4,557 6,661/Cr. . 15,552/Cr. 10,872 3,543 


| es | | 


—_—_— | | | 
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ANNUAL CHANGES IN ACTIVE LOANS AND ADVANCES AND INVESTMENTS FOR THE 
LAST FIVE FISCAL YEARS—Concluded 


(thousands of dollars) 


Fiscal Years Ended March 31 


Estimated 
1944 1945 1946 1947 1948 


Investments 


Central Mortgage and Housing Corpora- 

IIE R A SINEC Ie I Te den. w ES icles oats V haces oi ue wel BO GS ae ook os a ee 
Canadian Farm Loan Board............. Cr. 5,005/Cr. 5,001/Cr. 2,401/Cr. 600 100 
Canada’s subscription to capital of 

International Bank for Reconstruc- 

MEEBO LIE LOS IVINUOT Et ha, ets, is oe wdc ba pwiesn a cotiee Cub ae de be: 36 48,750 16, 250 
Canada’s subscription to capital of Inter- 

Smee PISMO CETST BTL. bis vis «elas suv eye es otras dio 8s hee ss 33 DU CEO) ca ieee ey ies 
Central Mortgage Bank Capital Stock. .|............]...0.cceeee Cr. 50 
Export Credits Insurance Corporation| . 

MD SSEOG iy AG ees tr, Potieaic Ud hes uta s eaitee e+ 500 D, UOUra Sao eek ans 2,500 
Poneto COTPOTavion;, Utd. sw see ce es e]ae cane eon ee Sisoeet «Sia Zam < 9) Waeeeea ss area Me GE). \ ade a arambale 
Balances receivable under agreements of 

PR Era Geese et tn hE TLS sig cer ae peel mide avema + 5 <]te dan tote wae 13, 503/Cr. 1,972 
ther anvestments.’... 2... de dia ee eee 5, oat 1,754 770 4,297|Cr. 40 


ae ee ee ee ee a ee tT 


res ore, Investments. ...5 20. ben ee es 516|Cr. 2,747 25, 188 408, 806 16, 838 


Net Total of changes in Loans and Ad- 
vances and Investments............. 299,931 41,160)Cr. 292,604 1,011,886 453, 654 
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UNMATURED FUNDED DEBT AND TREASURY BILLS AS AT MARCH 31, 1948, 
AND ANNUAL INTEREST THEREON 


1948, 


1949, 
1950, 


1951, 


1957, 
1958, 


1959, 
1960, 
1961, 
1962, 
1963, 


1966, 


Perpetual 


1948, 


1950, Fae 15 Non-Interest Bearing 
Cerelnicates... ces ecole ae: 


Date of Maturity 


Sept. 
April 


ee ece eee eee s eee eee oeeee eee 


Oc Lréeasury. Bus. oe ee. 


April 23 Treasury Bills........ 


May 
May 
June 
ie 

ept. 


7 Lreasury Bs... ca5cs 
28 Treasury Bills........ 
lavlreasary Bills. 5. o 42 
25 Treasury Bills........ 

3 Deposit Certificates. . 


War Savings Certificates............ 


Refundable portion of personal income 
tax and excess profits tax (estim- 
ated) 


Payable in Canada 
Payable in New York 
Payable in London 


eeee ese sere oreeereeoeeseeee 


on 


ROH ip op |oo to] Eco Heo olen 


tol PRR 


NiR 


Po a 


leo 


loo 


nis 


NIK 


al el 


* EE ey Oo me ON eB O2 NS On Coe Go Ge BOIS BO Ca Ge ee COP ee ae eee te 


Canada 
Canada 


Canada 
Canada 


Canada 


eee eec eee eoscoele esse eee le reeeseoesereven 


coe ee eee ete ere ee evo etesreersre eee eee eoeoe 


ee@eseceeecevecclo ore ere rfloeoerreseseoeoreeevee 


(°) 


Amount 
of 
Loan 


$ cts. 


200, 000,000 00 
33, 293,470 85 
550, 000, 000 00 


~ 344, 267,000 00 


49,987,650 00 
267,800,000 00 
50, 000,000 00 
325,000,000 00 
335, 696,000 00 
400,000,000 00 
50, 250, 000 00 
16, 667,000 00 
649,969,592 50 
60,000,000 00 
50,500,000 00 
16, 667,000 00 
324,945,700 00 
16, 666,000 00 
676, 355,489 00 
3,854,446 18 
40,000,000 00 
55,000,000 00 
855, 607,410 50 
391,015,850 00 


1,111, 261,650 00 


263,530,150 00 
88, 200,000 00 

2,613,504 07 
276, 687,600 00 


1,197, 324,750 00 


289, 693,300 00 


1,165, 300,350 00 


100,000,000 00 
48,000,000 00 


1,315, 639, 200 00 


2,856,821 32 


1, 295,819,350 00 


54,703,000 00 


1,691, 796,760 00 


55,000,000 00 
75,000,000 00 
75,000,000 00 
75,000,000 00 
75,000,000 00 
75,000,000 00 
75,000,000 00 
100, 000,000 00 


303,215 04 
225,866,165 22 


15, 498, 182,364 68 


459, 248,899 77 


15, 957,381, 264 45 


15,750, 056,492 88 


198,000,000 00 
9,324,771 57 


15, 957,381, 264 45 


Annual 
Interest 
Charge 


$ cts. 


1,250,000 00 
1,331,738 83 
3,437,500 00 
6,024,672 50 
1,624,598 63 
4,686,500 00 
1,625,000 00 
4,875,000 00 
5, 874,575 00 
7,000,000 00 
1,625,000 00 
416,675 00 
19,306,027 50 
1,950,000 00 
1,625,000 00 
416,675 00 
9,748,371 00 
416,650 00 
20,089,767 00 
125, 269 50 
1,200,000 00 
1,650,000 00 
25,414,081 50 
10,752,935 88 
33,337,849 50 
7,247,079 12 
2,646,000 00 
104,540 16 
12,450,942 00 
35,919,742 50 
13,036, 198 50 
34,959,010 50 
4,000,000 00 
1,560,000 00 
39,469,176 00 
92,846 69 

08, 874, 580 50 
1,777,847 50 
50,753,901 00 
1,650,000 00 
307,500 00 
307,500 00 
307,5C0 00 
308,250 00 
307,500 00 
308, 250 00 
625,000 00 


eee eee eee eer eee er eere 


6,775,984 95 


419,593, 236 26 


4,495,740 52 


424,088,976 78 


(1) Redeemable at 1003 per cent. Amount outstanding includes $ 250,000.00 redemption bonus. 
(2?) Redeemable at 101 per cent. 
(3) Redeemable at 101 per cent. 
(4) Redeemable at 101 per cent. 
(5) Redeemable at 101 per cent. 
(°) Interest on refundable portion of personal income tax only. 


Amount outstanding includes $5, 435, 342.50 redemption bonus. 
Amount outstanding includes $ 500, 000.00 redemption bonus. 
Amount outstanding includes $6, 696, 589.00 redemption bonus. 
Amount outstanding includes $8, 471,360.50 redemption bonus. 
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